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Ulster bomb 
kills nun and 
three police 
officers 
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A nor. and three police officers 
died tvben a huge bomb 
exploded near Armagh. North- 
ern Ireland. The blast lifted 
unmarked police «*w» 

into the air, killing its occu- 
pants Instantly. 

The mm was ta another car 
on the same road. A second 
woman travelling with her has 
eerioofl Inlurios. Page ft 
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ronmcntaZists haw expressed 
concern. 


HeDeopter tested 

IsraeFs aircraft Industry said 
it had tested the world's first 
unmanned helicopter. It added 
that the Navy could osa the 
$4m aircraft, named the Hefls- 
tar. to locate ships at sea. Each 
will cost 54m. 


Lebanon shoot-out 


Shfeguerxflbs fought 
hand-to-hand in south Lebanon 
after pro-Syrian militiamen 
crept through a boll of gunfire 
to attack positions held by 
Tehran-backed radicals. 


Motorists units . 

East Germany will scrap its 
vehicle licence plates in favour 
of the West German system 
from January I, the Interior 
Ministry said In East Berlin. 


Strike cripples Kiev 

Public transport workers In 
Kiev, capital of the Ukraine, 
went on strike demanding bet 
ter pay and conditions, in the 
latest manifestation of Soviet 
industrial unrest Page 2 


Koreans disagree 

North and South Korea 
rejected each other’s proposals 
for rlic/-n^»rinng on a 
opening next mouth of their 
heavily fortified border. 


Action on chemicals 

West German environmental- 
ists plan to sue their govern- 
ment to stop US chemical arms 
being taken by road and rail 
through densely-populated 
areas during their removal 
from the country. 


ANC man seized 

Police arrested a black African 
National Congress member 
on arms charges moments 
after he left the shelter of the 
US consulate in Durban. He 
had earlier sought political 
asylum. 


Mohawks accused 

A Canadia n minister caused 
a political row by accusing 
Mohawk Indian militants with 
creating “armed insurrection” 
in a two-week-old land dispute 
near Montreal Page 4 


Communists win 

The ruling communist party 
appeared assured of a landslide 
victory in Mongolia's first free 
elections after preliminary 
results from Sunday's first- 
round voting. 


St Trope* cover-up 

StTropez, the French resort 
that gave the world topless 
bathing, is divided over nffirfoi 
attempts to force nude bathers 
to cover up or be fined. The 
mayor announced a crackdown, 
on “exhibitionists.” . 
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Doe mansion shelled 

A rebel gunboat attacked Lib- 
ertan President Sar — ’ 
seafront executive 
tn Monrovia before 
ing six rounds at tl 
like building when 
denlis holed up wi 
remaining loyal tre 


Reuters, which has been one 
of the best performing stocks 
in London in the last 18 
months, saw its shares close 
yesterday I84p lower at 1045p. 
Page 15 


MARKETS: Tokyo managed 
to keep Its nerve in the face 
of Wall Street’s sharp over- 
night fall, but high Interest 
rates continued to plague the 
market and share prices fin- 
ished lower for the third day 


Japan 




June 1090 July 


running in quiet trading: Most 
European bourses showed 
resilience also, although MQan 
fell more than most Oil stocks 
were firm across the Continent 
on expectations erf higher oil 
prices. Back Page, Section, n 


AIRBUS subsidies, the subject 
of a long-simmering trans- At- 
lantic row, have abruptly 
resurfaced with a derision by 
the Bush Administration to 
make a formal complaint on 
the matter to the General 
Agreement on Tariffs and 
Trade. Page 4 


MORGAN Stanley, one of the 
leading Wall Street securities 
houses, reported that its net 
income had virtually halved 

in the second-quarter com- 
pared with a year ago, largely 
due to sharply lower revenues 
from investment banking and 
trading. Page 15 


TRADE officials began search- 
ing for new negotiating proce- 
dures to help revive the flag- 
ging Uruguay Round talks. 
Page 4 


NEW Zealand ^Finance Minister 
David GaygiU, delivered a bud- 
get that emphasised social wel- 
fare concerns, while promising 
a financial surplus of NZS89m 
($S2m) in the 199051 financial 
year. Page 3 


KT.M Royal Dutch Airlines, 
which earlier this year 
reported a 9 per cent fell in 
1989/90 net profit, warned that 
its results would r e m ain under 
pressure due to currency move- 
ments and high fuel prices, 
among other factors. Page 16 

PEPSICO, US soft drinks man- 
ufacturer, announced a 10 per 
cent rise in second-quarter net 
income, powered by strong 
growth in an of its three busi- 
ness areas. Page 16 

ALAN Bond, financially trou- 
bled Australian businessman, 
is believed to be considering 
legal action against the share- 
holders of British Satellite 
Broadcasting, the satellite ven- 
ture in which he was once the 
largest shareholder. Page 15 

BASF, West Goman chemica l 
company, said it wants to buy 
an Blast German plastics com- 
pany, Synthesewerk Schwar- 
iheide, with a turnover of 
around DMGOOm ($365£m). 

Page 16 

SBARS, Roebuck, world’s larg- 
est retailer, reported a disap- 
pointing net income for the 
second-quarter of 5237.9m, or 
69 cents per share, from con- 
tinuing operations compared 
with $3343m or 95 cents per 
share for the same periods 
year ago. Page 18 
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Reuters stock 
falls 15% on 
news of screen 


Deutsche Bank engages in the battle of Konigsberg 


By Quentin Peel In Moscow 


IT MIGHT almost be called the 
second battle of Konigsberg. Dr 


the former Konigsberg, now 
firmly renamed Kaliningrad by 


This week Dr Christians saw 
his personal dream come one 


of the supervisory board of the 


mighty Deutsche Bank, was 
wounded in the first battle: 


Shares to Reuters Holdings 
fell by 15 per cent after the 
financial information and news 
group said that cancellations 
of Us screen-based services 
to world’s finanwai mar- 

kets Increased. 


wounded in the first battle: 
that bloody confrontation 
which marked the advance of 
Soviet troops into East Prussia 
and the beginning of the end of 
the German Reich, in the Sec- 
ond World War. 

Now be is determined to 
throw the considerable finan- 
cial muscle of his institution 
into a new campaign - to turn 


first truly international free 
economic zone of the Soviet 
Union. 

“In spring 1988 I made the 
propo sa l to open this area and 
try to sponsor co-operation 
there.” he said in Moscow yes- 
terday. “Mr Nikolai Ryzhkov 
(the Soviet Prime Minister) 
answered that It was impossi- 
ble for the next 40 years.” 
because the area is a key mili- 
tary zone. 


UN, world leaders 
appeal for calm as 
Gulf tension rises 


By Victor Mallet and Steven Butler In London and Lionet Barber In Washington 


THE UNITED Nations, the US 
and Britain joined Arab leaders 


in appealing for calm in the 
Gulf yesterday after confirma- 
tion that Iraq had moved up to 
30.000 troops towards the 
Kuwaiti border. 

In Washington, the Pentagon 
reiterated the US Administra- 
tion’s resolve to support its 
Gulf allies and said it was con- 
ducting a naval exercise at 
short notice with the United 
Arab Emirates. 

00 prices continued to rise 
yesterday. Over the past week 
President Saddam Hussein of 
Iraq and his ministers have 
threatened Kuwait and the 
UAE for flouting their Opec 
quotas and undermining the 
ail market 

Iraq, intensifying the pres- 
sure ahead of this week's Opec 
meeting in Geneva, has also 
revived a border dispute with 
Kuwait and demanded $2.4bn 
for oil “stolen” by Kuwait from 
a field which straddles the de 

facto frontier. 

Mr Marlin Filzwaier, White 
Tfmia » spokesman, the US 
was concerned about the Iraqi 
troop birild-iip. “It is a delicate 
situation. We urge all parties 
to avoid violence.” he Bald. The 
State Department added: “Iraq 
and others know there is no 
place for coercion and intimi- 
dation in a civilised world." 

The Foreign Office in Lon- 
don said it was following 
events closely. "We continue to 
believe that the dispute 
between Iraq and Kuwait 
should be settled by discussion 
and peaceful means,” it said. 
"We would deplore any threat 
or use of force." 

Mr Javier F6rez de Cudflar, 


IRAQ 

Basra 


RumallK 
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KUWAIT 
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UN Secretary General, said he 
hoped for cum. He anticipated 
neither an Iraqi offensive 
against Kuwait nor US inter 
vention. 

The US Government, how- 
ever, said the US remained 
committed to ensuring the free 
flow of oil through the Straits 
of Hormuz. 

There are six US ships in the 
Gulf- the flagship USS LaSalle, 
four destroyers and a frigate - 
in the US Joint Task Force 
Middle East. They have been 
on patrol since Kuwaiti oil 
tankers sought protection 
under the US flag bom Iranian 
attack during the Gulf war, but 
US officiate said yesterday that 
Washington has no treaty obli- 
gation to defend Kuwait. 

World oil prices rose by 50 
cents a barrel yesterday morn- 
ing as news of the Iraqi troop 
movements reached the mar- 
kets. Some of these gains were 
later given up, however, and 
North Sea Brent crude for Sep- 
tember delivery closed up 30 


cents at 519-575 a barrel in 
European trading. 

Mr Issam al-Chalabi, the 
Iraqi Oil Minister, reaffirmed 
Iraq's policy of pushing the oil 
price up to $2S a barrel before 
allowing any increase in the 
overall Opec production ceil- 
ing. 

The Iraqi News Agency said 
Iraq had demanded an Opec 
benchmark price of $25 a bar- 
rel with an eventual goal of $30 
a barrel, and a vigorous debate 
is expected an whether to raise 
the reference price from the 
curren t level of $18. 

Arab leaders redoubled their 
attempts to r a ^ Tn the situation 
yesterday. President Hosni 
Mubarak of Egypt saw Presi- 
dent Saddam of Iraq and 
Sheikh Jaber al- Ahmad al-Sa- 
bah, the Emir of Kuwait, 
before going on to Saudi 
Arabia. Mr Chedll Klibi, Secre- 
tary General of the Arab 
League, also pursued his medi- 
ation efforts. 

Qpec talks. Page 24 


UK defence budget faces fresh 


cuts because of overspending 


By Philip Stephens and Alison Smith in London 


BRITISH Government hopes 
that cuts in the defence budget 
would provide a pre-election 
“peace dividend , freeing 
resources for other key public 
services, have suffered a fur- 
ther setback because erf contin- 
ued overspending by the Minis- 
try of Defence. 

Mr Tom King, the Defence 
Secretary, is expected to out- 
line to MPs today plans for 
wide-ranging cuts in spending 
on the army, navy and air 
force over the next five to 10 
years in response to the mid of 
the cold war. 

The proposals, involving a 
sharp reduction tn the size of 
the army, the closure of a num- 
ber of RAF bases and lower 
ceilings for the Navy’s comple- 
ment of frigates and subma- 
rines. represent the Interim 
conclusion of Options for 
Change, the Government's 
dpfpnB» review. 

Mr King has also prepared 
an entirely separate package of 
emergency savings totalling 
over £500m (5910m) to meet a 
projected overshoot in this 
year's £21bn defence budget. 
That will foDow the first-year 


Britain could cut its defence 
spending by SO per cent in 
real terms by the end of the 
century and still retain ade- 
quate forces to meet Its 
defence commitments, if the 
Soviet military threat to 
Western Europe continues to 
decline, according to an 
I n dep e n den t report Page 6 


saving of £60m from last 
month’s announcement that 
the RAF is scrapping plans to 
buy another 33 Tornado fighter 
aircraft 

The Ministry of Defence 
argues that the additional 
short-term savings will bring 


its spending this year, back 
within budget 

According to reports circu- 
lating among senior ministers, 
however, the overshoot threat- 
ens to be closer to £lbn, and 
Mr King may be forced into a 
further set of economy mea- 
sures later In the year. 

Ministers believe also that 
the emergency cuts - designed 
to offset the impact of higher 
Inflation - will make it signifi- 
cantly more difficult to secure 


further savings in the 1991-92 
financial year starting next 
ApriL 

Some ministers had hoped 
that more than a bn could be 
diverted from defence to other 
areas such as health, education 
and the environment to reduce 
the impact erf the Treasury’s 
squeeze on the overall level of 
spending. 

The Treasury is expected to 
continue to press for such a 
figure, but there is acknowl- 
edgement that the growth that 
had originally been pencilled 
in for next year’s defence bud- 
get has already been wiped out 

by hi gtiw Inflat ion. 

The chiefs of staff of the 
armed forces are thought to 
have told Mrs Margaret 
Thatcher last week that 
attempts to force the pace of 
savings would risk serious dis- 
location of Britain’s defence 
capability. 

The Outlons for Gbazure mea- 
sures - finalised by a ministe- 
rial committee yesterday and 
due to be approved by the foil 
Continued on Page 14 
Britain unlikely to meet infla- 
tion target. Page 14 
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IIS Supreme Court candidate 
protected by a wall of mystery 

0 David Souter (left), a 
little- known Judge from 
New Hampshire, has 
been nominated by 
President Bush to fill 
the vacant seat on the 
US Supreme Court, 
temporarily disarming 
critics both on the left 
and the right 
Page 14 




Editorial Comment — 
Financial Futures _ 

Gold - — - 

inn. Capital Markets 

Lenars — 

Lex — — i 
MSMflffMflt |MMH 


12 Observer 
20 Stock Mai 


*• -London - 

rr Tectmotooy . 
u Unit Trust* - 
to WQfU index. 


STBRUMa 
New York h tn cft fl iue. 
$1.81285 
< London; 

$1.8256 (1.8215) 
DM2455 (2£05) 
FFr9.9075 (9.946) 
SFr2JS1 (ZS275) 
Y271.0 (2705) 

E Index 83.7 (83.8) 
COLD 

New Ywfc Cemex Aug 
S38&4 (389.7) 

London: 

5369 (36025) 

N SU OIL (Argus) 
Brent 15-day Sep 
$1 9.5?5 (19275) 


Chief price changes 
yestontsy; Page 1$ 


DOLLAR 

New York fcmcMma: 

DM1.6175 

FFr5.4275 

SFrl.3750 

Y14825 

Lo n don : 

DM1.6185 (1.828) 
FFr5.4275 (5^8) 
SFrT.375 (1.380) 
Y148.4 (146.45) 

5 index 65.2 (65.3) 
Tokyo doae:Yl48.7 
US lunchtime rates 
Fed Funds 8% 

3- mo Treasury Bills: 
yield: 7.74% 

Long Bond: 

101B 

yield: &56% 


STOCK unices 

FT-SE 100: 

2380.9 (+1.2) 

FT O rdi nal y. 

1866.7 (-6L4) 

FT-A Ad-Share: 
1160*1 ( + 0.1%) 

Now York hmcMime: 
DJ ind. Av. 

2,896.78 (-7.92) 

SAP Comp 
3534 (-2.01) 

Tokyo: Nikkei 
31.702.48 (-19233) 
LONDON MOUSY 
3-month fadmk close: 
1431-144 (MJJ)% 
UBe tong gift future: 
Sep 8«a <8S£) 


Yet the whole idea of open- 
ing up East Prussia once more. 


Dr Christians was invited at 
the initiative of the local 


due to the reunification of Ger- 
" Dr Christians said. *T 


finally allowed to visit the area 
with a delegation from the 
bank. 

That gesture, he believes, 
was possible only after Chan- 
cellor Helmut Kohl agreed 
with President Mikhail Gorba- 
chev that the existing Soviet 
borders - incorporating K6n- 
igsberg and the former East 
Prussia - would be recognised 
in a new treaty between the 
former antagonists. 


German sponsor, is acutely 
sensitive. Dr Christians Is 
determined that it must 
become a truly international 
initiative, and not just a Ger- 
man one. 

“We compared it to Alsace- 
Lorraine and Strasbourg. That 
is now a province of France, 
where Germany has its biggest 
investment, and Strasbourg is 
a European city. Konigsberg 
could be another Strasbourg.” 


whose city council is desper- 
ately keen to open the whole 
region to the outside world, 
and to tourism. The problem is 
that the Soviet military, for 
whom the ice-free port of Kali- 
ningrad is a vital facility, is 
much more suspicious. None- 
theless, tourists are now 
allowed in. as a major conces- 
sion, for just four hours a day. 

“1 was warned that the area 
is in a very sensitive position. 


there Is no intention to Ger- 
manise the territory, but 
rather to internationalise it" 
“If they can manage to Inter- 
nationalise themselves, they 
could really be a gateway into 
Russia.” says Dr Axel Lebahn, 
Deutsche Bank's top Soviet 
specialist. They can keep it 
Russian, but only with German 
Continued on Page 14 
Soviet Finance Minister pro- 
file. Page 2 


Greenspan 
plays down 
cut in US 


Brussels to act 


interest rates 


By Peter RktdelL US 
Editor, in Washington 


against Dutch 
coffee merger 


By Lucy Kellaway in Brussels 


mb. Alan Greenspan, chairman 
of the US Federal Reserve, yes- 
terday appeared to dampen 
expectations of an early fur- 
ther cut In US interest rates by 
warning about recent inflation 
trends. 

However, his comments to 
the HOUSe Hawlcfwg 
retained their familiar sub- 
tlety -or as some see it ambi- 
guity-leaving the markets 
uncertain about the direction 
of Fed policy. 

Mr Greenspan said that the 
05 per cent rise in US con- 
sumer prices in June added “a 
note of caution** to the infla- 
tion outlook and, if continued, 
would “clearly be very trou- 
bling.” He reiterated the Fed's 
commitment to long-term 
price stability. 

He also said the latest infla- 
tion figures represent “a lag- 
ging phenomenon,” and recent 
movements of non-finandal 
credit and the money supply 
indicated that Inflation was 
likely to move down. In many 

inflation wm^hlrtary: “We 
reaBy look at credit conditions 
first because that’s an w ffM* 
version of the inflation pro- 
cess.** 

There was no dear reaction 
in us financial markets to Mr 
CfreenspM'a remarks, but the 
mood remained d efen s i ve on 
conceoBS about inflation, polit- 
ical tension in file Middle East 
and more disappointing US 
corporate earnings. 

Surging oil stocks helped ! 
the Dow Jones Industrial 
Average hold steady early in 
the session but then selling 
resumed. At one point, the 
Dow was quoted nearly 30 
points lower but then started 
Contin u ed on Page 14 
The pains of dependency, Page 
1$ Markets, Page 36 


THE European Commission is 
today likely to ask two big 
Dutch coffee companies to 
unwind part of their merger 18 
months after it took place, in 
one of the most drastic exam- 
ples of the Commission impos- 
ing terms on a takeover after 
the event 

The Commission’s move is 
particularly sensitive as the EC 
merger regulation, which is 
designed to end uncertainty for 
businesses over EC merger pol- 
icies, takes effect In just two 
months* time. Companies will 
be concerned that the Commis- 
sion has decided to act over a 
merger which produced market 
d ominance in a narrow market 
within the EC. rather than 
over the EC as a whole. 

Sir Leon Brlttan, the Compe- 
tition Commissioner, has 
decided that the FI 1.39bn 
(5750m) takeover in February 
last year by Douwe Egberts, 
the leading Dutch tobacco, cof- 
fee, tea and toiletries company, 
of its biggest Benelux rival tn 
coffee. Van Nelle, was fllegaL 

The deal provided the two 
companies with some 70 per 
cent of the Benelux coffee mar- 
ket, which Sir Leon believes 
wirwibibMi an abuse of monop- 
oly position, which is prohib- 
ited trader Article 86 of the 
ITOafy of Rome. 

His decision - which has 
Involved considerable friction 
within the Commis- 
sion — shows how seriously he 
plans to police competition in 
the single market, whether 
within one member state or in 
the C ommu nity generally. 

Mr Frans Andriessen, the 
liberal Dutch Commissioner 
who was formerly in charge of 
competition, has strongly 
opposed Sir Leon's de c i s ion . He 
has taken up the Dutch argu- 
ment that competition in the 


Benelux market is not neces- 
sarily the concern of Brussels, 
which is only empowered to 
look at “the common market, 
or a substantial part thereof.” 

Tim Dutch feel that in a sin- 
gle market covering 12 coun- 
tries the Commission should 
no longer look at markets 
which are as discrete as that in 
Benelux. 

By contrast, the Sir Leon 
insists that in ihp single mar- 
ket it becomes particularly 
important that all wimpanlM 
get fair access in all countries. 
He is also concerned to stop 
member states frying to pro- 
tect their positions in their 
domestic markets through 
mergers once barriers come 
down. 

The Commission announced 
its investigation into Douwe 
Egberts, which Is owned by 
Sara Lee, the big American 
food company, in May last 
year. Since then it has been 
trying to negotiate a settle- 
ment with the companies, and 
today's tough demand follows 
the breakdown of those talks. 

Sir Leon has the power to 
order that the merger be 
entirely unpicked, although he 
could equally ask for Van 
Nelle’s coffee interest to be 
soId. lt was not dear last night 
which course be had chosen. 

According to the companies, 
coffee accounts for only 17 per 
cent of Van Nefle's turnover. 
Dutch officials have also 
claimed that if the merger reg- 
ulation were in place now, the 
Commission would have no 
power to intervene. They claim 
the turnovers of the two com- 
panies fell below the EcuSbn 
($6.3bn) threshold under which 
the home authority will be 
given sole power to vet merg- 
ers. 


THE THIRD CAUSEWAY 
DEVELOPMENT CAPITAL FUND 


Applications have been accepted, after scaling down, 
in respect of commitments amounting to: 


£60,000,000 


The fund has been established by 
institutional subscription for 


expansion capital 
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management buy-ins 
substitution of equity for bank debt 
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EUROPEAN NEWS 


East German coalition begins to break up 


By Leslie Colitt and agencies in Berlin 


EAST GERMANY’S five-party 
governing coalition began to 
unravel yesterday when the 
liberal party walked out in a 
feud over the timing of Ger- 
man unification in December. 

The departure of file liber- 
als, who command 23 seats in 
the 400-seat parliament, left 
Prime Minister Lothar de Mai- 
ziere’s governing majority 
intact but threatened to dis- 
rupt careful inter-German 
preparations for imHiparin^ 

The walk-out does not neces- 
sarily signal the break-up of 
the coalition, althoug h it may 


T jipfrp it mme likely that the 
Social Democrats will follow 
suit later in the week. 

' Even if that happens, the 
minority CDU government 
could carry on until the 
December elections. Hie coali- 
tion will have to break up 
eventually, since the SFD and 
Liberals will be fighting the 
CDU in the poU 
Nevertheless, the split may 
makp the government’s task of 
pushing through key legisla- 
tion on the economy more diffi- 
cult agreement on wh e ther 
or not elections should be held 


before or after German unifica- 
tion could be more elusive. 

Yesterday's action is also 
likely to exacerbate tensions 
within the West German coali- 
tion, where the liberals axe in 
partnership with Chancellor 
Helmut Kohl’s CDU. 

Speaking after party mem- 
bers met the premier in a last 
ditch effort to resolve the 
impasse, Mr Rainer Ortleb, 
head of the Liberal group said 
Mr de Maizfere had made it. 
impossible to continue In a 

coalition. 

West German leaders earlier 


denounced the quarrel in East 
Germany's first freely elected 
government as a farce involv- 
ing amateurs and urged Chan- 
cellor Helmut Kohl to bring 
them to heel to keep the unity 
train on track. 

For most East Germans the 
crisis in the coalition could 
have been taking place on 

annHinr nlnnfi t. 

They have been more con- 
cerned about the prospect of 
unemployment and having to 
pay twice their present rent in 
a few months. 

Undeniably, the wrangle to 


gain an advantage in the elec- 
tions had done little to improve 
the repatatton of East German 
politicians. 

A random survey of East 
Germans yesterday confirmed 
a conviction that their govern- 
ment mattered little any more. 
"Hie whole issue will be solved 
in a few months when our gov- 
ernment disappears” Ms 
Susanne Rust, a secretary in 
an East 'Berlin ministry, 
remarked with an eye to unifi- 
cation. Bonn was made all the 
decisi o ns anyway, she added. 
Editorial comment. Page 12 


Calm hand on the economic wheel as 
Russia steers into stormy waters 


DR BORIS FYODOROV Is 32. a PhD in 
economics, and has a friendly face, a busi- 
nesslike manner, and a t errifyi ng job. 

He has just become the Finance Minister 
for the I50m-strong Russian federation, 
the largest component of the Soviet Union, 
with a bankrupt budget, huge oil reserves, 
and a bruising conflict looming with the 
Government of the USSR itself. 

His government is already locked in con- 
frontation with the union authorities over 
the control of its banking system. It is 
intending to charge ahead with new laws 
on de-nationalisation of property, total lib- 
eralisation of foreign trade, and promotion 
of small businesses, regardless of what 
Moscow decides. 

Dr Fyodorov is under instructions to 
draw up a budget which reduces the net 
transfers to the central Government from 
Rbs70bn to Rbs20bn a year, which would 
virtually double the central budget deficit. 

His parliament is also demanding the 
right to control all the hard currency 
earned by republican enterprises and to 
decide for itself just what it gives to 
Moscow at the end of the day. That could 
be the most divisive issue of alL 

All Of which the new minister mrplalme 
with absolute calm “Nobody knows for 
sure how everything wifi be divided,” he 
says. ”60! the general political stance is 
that we have declared our sovereignty. At 
the moment it is mainly a declaration. 
Everything will depend strongly on how 
the centre reacts. 

Tm against any kind of confrontation, 
trying to break away as fast as possible, 
trying to create our own monetary unit 


The only way out is to cooperate.” 

He is, none the Iks, one of the brightest 
stars in an administration which seems 
dead set on pressing ahead with the sort of 
radical moves to a market economy which 
the central Government keeps postponing. 
And so far there is no sign of any attempt 
to coordinate the two processes. 

Dr Fyodorov, formerly a top adviser on 
banking and financial reform in the eco- 


Boris Fyodorov, the republic’s 
youthful new Finance Minister 
t alks to Quentin Peel 


nomics department of the Communist 
Party central committee, and before that 
an academic, has a string of ideas he 
wants to put into practice quickly. 

“Why was the banking law not adopted 
last year?” he asks. “Why is the joint stock 
company decree of the Government so 
unprofessional? People at the (Union) Min- 
istry of Finance do not even understand 
the difference between a share and a share 
certificate. 

“We must create the mechanism for new 
institutions to be created: a stock 
exchange, joint stock companies, commer- 
cial banks, commodity exchanges, real 
insurance companies. 

“I want to create the situation where 
any three people getting together can form 
a joint stock company . . . -You should 
not have to explain to any official the 
economic basis, why it should be created." 

He knows he has got big battles ahead. 


particularly over the budget and foreign 
currency. 

The Russian federation, with the vast 
bulk of the country’s oil and mineral 
wealth, controls most of its future hard 
currency earnings. 

“Our view is that every enterprise should 
get its own hard currency. It then sells it, at 
a price to be decided, to the local authority 
and to the republic. The republic is t hen 
responsible Gear the proportion It passes an 
to the central Government” 

As tor the first confrontation on bank- 
ing, be admits that it should not have 
happened. The Russian decree on banking 
was approved by the parliament in just 28 
seconds, without being seen by the 
Finance Minister or any other official 

But it was a logical consequence of the 
declaration of sovereignty. “It was written 
down there that the banks would come 
under the control of the republic,” Dr Fyo- 
dorov said. 

“The Union simply did not pay attention. - 


until it was too late. Then they put out 
proposals to turn the banks into joint stock 
companies, with all the capital coming to 
the Ministry of Finance of the Union. They 
Should have asked our opinion.” 

Now the Union and the 15 republics, 
with Russia in the lead, have to learn, to 
play a completely new sort of game. 

“Gorbachev is against any kind of con- 
frontation,” he says. “So is Yeltsin (as 
president of the Russian federation.) It 
seems that some sort of round table nego- 
tiation is possible. We are in favour of 
settling all these questions to mutual ben- 
efit” 


Public transport strike cripples Kiev 


By Quentin Peel 


PUBLIC TRANSPORT workers 
in Kiev, tbe capital of the 
Ukraine, went on strike yester- 
day demanding better pay and 
conditions, in the latest mani- 
festation of Soviet industrial 
unrest 

The strike by tram and trol- 
ley-bus crews, in defiance of a 
Soviet law banning industrial 
action in transport services, 
caused chaos for city workers 
tor the second time in a month. 

It came amid signs that 
long-feared industrial unrest 


over social conditions in the 
country may be spreading, 
with reports yesterday of 
action from Ulyanovsk and 
Kuibyshev, both industrial 
cities in tbe Russian heartland. 

Tass news agency said- the 
Kiev strike — mainly by 
female drivers - 1 followed "a 
“warning strike®- on -duly 'ft:- - 
They are calling for increases 
in drivers’ pay and bonuses, 
compensation for work during 
and after the Chernobyl 
clean-up, lower retirement age 


for women after 20 years' ser- 
vice, better housing, and better 
spare part supplies. 

In Ulyanovsk, the strike was 
by librarians objecting both to 
their work conditions, and to 
“the disastrous condition of 
book repositories,” according 
to' Tass. ■ v ' . 

-fa Kuibyshev, -workers- were 
reported to have downed tools, 
in several large industrial 
plants in protest at the com- 
plete absence of cigarettes. 

The cigarette strikes were 


reported to have hit the air- 
craft, engine, steel works and 
bearings plant in Kuibyshev, 
according to the newspaper 
Sovietskaya Rossiya. 

The newspaper said that 
plant managers bad dropped 
all urgent business to search 
for tobacco all over the coon- 
try.-- It said- the aircraft factory 
was keeping a plane “ready to 
By to any point in tbe Soviet 
Union as soon as they learn 
that there are cigarettes for 
sale.” 


Breaches of 
EC law on 


increase 


By Lucy Keltaway in 
Brussels 


MEMBER STATES are 
infringing European Com unity 
law with increasing regular- 
ity, while their citizens - 
more knowledgeable than 
before about EC rules - are 
becoming increasingly ready 
to complain formally to the 
European Commission. 

These are two of the find- 
ings of the Commission’s lat- 
est annual report on the appli- 
cation of EC legislation. Last 
year, the Co mmissio n sent 664 
formal letters noting an 
infringement, compared to 539 
In 19SS and 335 in 1982. Dur- 
ing the year, it received 1,195 
complaints, with Britain lead- 
ing tile list of complainers. 

The rising number of 
breaches does not necessarily 
mean an increasing disregard 
of EC law, the study notes. 
Rather, they reflect Its grow- 
ing importance, the ever 
larger number of directives 
that need to be transferred 
into domestic law. 

Tbe report shows that some 
progres s has been made in this 
area: 87 pa- cent are now writ- 
ten into national law books. 
H o weve r, single market direc- 
tives are still lagging badly 
behind. The best countries. Dot 
mark and the UK, have incorpo- 
rated 80 per cent, but in Italy 
some 70 per emit of the direc- 
tives were still outstanding at 
the beginning of this year. 

As a part of its efforts to 
keep up pressure on member 
states to impose directives on 
time, the Commission says in 
the report that from now on it 
will start infringement proce- 
dures immediately a country 
misses the deadline. 

The most remarkable 
change between 1989 and 1988 
is the grpwing interest being 
taken by. EC citizens in envir 
roomental directives, particu- 
larly in Britain. In 1986, the 
number of formal complaints 
more than doubled to 465 (192 
of those coming from the UK). 


Italian PM to hold talks in Moscow on western aid 


By John Wylfts in Rome 


WESTERN FINANCIAL aid for 
the Soviet economy will domi- 
nate discussions in Moscow 
tomorrow between Mr Giulio 
Andreotti, the Italian Prime 
Minister, Mr Gianni De Mich- 
p-Hs t his Foreign Minister, and 
President Mi kha il Gorbachev. 

The meeting has special 
importance because Italy is cur- 
rently pre si de nt of the European 
Community's Council of Minis . 


tiers. Mr AndreottTs spokesman 
said yesterday that the Prime 
Minister hoped the talks would 
help the Twelve to reach a com- 
mon position on aiding peres- 
troika at next October’s EC 
summit in Rome. 

Mr Jacques Defers, the Euro- 
pean Commission president, , 
visited Moscow last week as a 
prelude to drawing up proposals 
for EC governments to consider. 


Mr Andreotti, for bis part, is 
convinced that fundamental eco- 
nomic reform is impossible in 
the Soviet Union without “vast 
financial support from the 
west,” according to his spokes- 
man. 

The Italian Premier has 
recently had letters from both 
President George Bush and 
Chancellor Helmut Kohl setting 
OUt tiratr national positions OH 


the aid issue. Mr Bush Is under- 
stood to have repeated his deter- 
mination to overcome the eco- 
nomic divisions of the past 50 
years between the capitalist and 
the Communist systems. 

He made dear his support for 
Mr Gorbachev’s moves to create 
a market-oriented economy and 
a more democratic society m the 
Soviet Union, but repeated that 
Washington was not yet pre- 


pared to go Anther than supply- 
ing technical aid for the eco- 
nomic reform programme. 

Mr Kohl told Mr Andreotti 
that Mr Gorbachev was working 
on a new economic reform pro- 
gramme to be presented in Sep- 
tember and that the DM5bn in 
bank credits which Bonn is 
guaranteeing to Moscow would 
be tbe fhll amount of Germany’s 
unilateral aid. 


Brussels eases UK 
fears over rules 
for workers’ hours 


By David Buchan in Brussels 


TEE European Commission is 
likely today to propose mini- 
mum rest periods for workers 
across the Community, after 
modifying earlier plans In a 
way that eased, but by no 
mean removed, UK objections. 

The draft directive would 
give workers at least 11 hoars’ 
rest in every 24-hour period, 
and one day’s rest in seven, 
avera ge d over a fortnight. The 
proposal would also limit night 
work to eight hours in any 24- 
hour period, also averaged over 
a fortnight. 

Greater flexibility would be 
allowed in the case of seasonal 
work such as tourism or agri- 
culture and special sectors like 
off-shore oil drilling. These 
concessions, plus a slight scal- 
ing down of the rest periods 
prescribed in earlier versions 
of the Commission plan, “go in 
the right direction”, UK offi- 
cials said yesterday. 

But officials of the UK and 
Unice, the European employ- 
ers’ federation, still claimed 
yesterday that working hours 
were neither a proper area for 
central EC legislation nor a 
factor bearing significantly on 
health and safety. Because the 
Commission- says health and 
safety issues .are at stake, its , 
plan can be approved by a 
qualified majority of EC gov- 
ernments, 'meaning that tbe 
UK could be outvoted. 

Mr Zygmunt Tyszkiewicz, 
Unice secretary general, noted 
there was a worldwide trend to 
longer ' shifts, being worked ’ 


over shorter periods, partly to 
give industry the flexibility to 


mate more usfc of tis-piaxifcffe 
said this should be a matter for 
workers to decide. He also 
claimed that the Commission 
provisions on night work 
would sfiH not cater for the 
odd hours that such diverse 
groups as butchers, newspaper 
printers and discotheque oper- 
ators have to work. 

But the -Commission says 
EC-wide minimum require- 
ments are needed to- ensure 
that workers’ well-being and 
health are not hanneiL-It cites 
evidence of the risks accompa- 
nying long work stints, -saying; 
among other things that night 
workers have to resort to pep 
pills at night and sleeping pflte 
during the day. • 

At present, all' EC states, 
except the 1 UK and Denmark, 
have laws on 1 the maximum 
daily working period, butallow 
many exceptions. In most EC 
countries 48 hours is the limit 
for the work week, but accord- 
ing to the Commission normal 
weekly working hours range 
from 37 to 41 hours, except for 
Portugal, where the average Is 
44 hours. 

However, it is the increase in 
shift and night work that 
appears to exercise the Com- 
mission most. On average 
some 20 per emit of EC employ- 
ees do shift work, with the 
highest ratio in the UK and 
Spain (29 per cent) and the low- 
est in Germany, Portugal and 
Denmark (below 15 per cent). 


WEEKLY WORKING 

AND OPERATING HOURS 
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Operating hours woridng hours* 

• 

Belgium 


77 

■ ■ 

37 

Germany 


53 

38 

Greece 


64 

40 

Spain 


69 

40 

France 


69 

39 

Ireland 


61 

41 

Italy 


73 

.39 . 

Netherlands 


74 

.39 

Portugal 


54 

44 

UK 


76 

37 

Europe (10 nations) 


66 

39 
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Ireland hopes to retain 
cross-border shopping curb 

By Klenm Cooke in Dublin . • Jr ‘ 
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Mazowiecki 
presidency 
challenge 
floated 


* - 

■ ; «. • 


By Christopher BoblnsW 
In Warsaw 
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MR LECH WALESA, the lewder -' 


. ^ 

of Poland's Solidarity union,. 4 
could, face a challenge in . 

bid for the country’s presi^;. 
dency from Mr Tadeusz Mazd-. ^ , 
wiecki, the Prime Minister. -/*• 
Mr Mazowiecki’s candidacy r. 
has been proposed in yester- 
day’s Po Prostu. a Warsaw^;,, 
weekly which reflects t hinking - 
in Solidarity’s Democratic 
Actum group. This faction, led - 
by Mr Zbigniew Bujak and Mr ; 
Wladyslaw Frasyniuk, heroes * - 
of Solidarity’s underground' 
years, has made opposition to _ < 
Mr Walesa’s presidency drive a. •• 
cornerstone of its policies. 

Po Prostu says General . 
Wojcfech Jaruzelski is ready to . 
step down as President in the. 
autumn, although his spo kes- . 
man yesterday denied this was . 
case. Mr Mazowiedd, for . 



n t 


Under the constitution, the' 
resident, who- has another 




only be replaced if her 


Democratic-' Action, which V: 
Ians -to establish xtself foE- - 


- 

. -• , 


in the Centre""' 


: 


TTte 'group has' 


parliament. Last' week* W-r- 


began to Canvass support for --'.', 
constitutional amendments-' 


IRELAND says at-has-recelved 
“a very positive response” 
from the European Commis- 
sion about regulations which 
prevent shoppers from the 
Republic crossing the border to 
Northern Ireland to take 
advantage of lower prices. 

In 1987 Ireland limited duty 
free benefits to those who 
stayed in another country for 
more than 48 hours. Last 
month, the European Court 
declared this illegal. 

Mr Albert Reynolds, the 
Irish Finance Minister, says 
the Commission has now 
recognised that Ireland has a 
special problem and faces sig- 
nificant loss of revenue if tbe 
regulations are removed com- 
pletely. Ireland is now poshing 
the EC to allow a 36-hour rule 
to limit cross-border shopping. 

"We expect a derogation to 


be agreed in theautamn^" said 
Mr Reynolds. In the .meantime, 
the existing ruling would 
apply, despite the European 
Court judgment 

Ireland’s high VAT rates and 
excise duties mean that beer, 
spirits, petroleum products and 
electrical goods are often much 
more expensive than in North- 
ern Ireland. 

Until the introduction of the 
48-hour rule, many thousands 
regularly crossed to shop in 
Northern Ireland. “The ulti- 
mate solution to this problem 
is the full harmonisation of 
rates or as close as you can get 
them,” said Mr Reynolds. 

Northern Ireland's traders 
strongly oppose the Irish regu- 
lations, which, they say, go 
against the spirit of 1992 and 
only add to divisions in 
Ireland. 


Former KGB 
general is 
accused 


By Leyla Boulton 
in Moscow 


THE former KGB general who 
has attacked the Soviet secu- 
rity agency’s methods and 
close ties to the Communist 
Party, faces legal action for 
betraying “state secrets,” the 
government newspaper Izves- 
tiya said yesterday. 

Mr Oleg Kalugin was 
stripped of his rank of major- 
general and all his medals fast 
month for a series of newspa- 
per interviews which he gave 
after his early retirement in 

Marnli. 

Mr Kalugin, who has become 
a cause cgfebre in the Soviet 
Union, is due to travel to the 
southern town of Krasnodar on 
Thursday to contest a parlia- 
mentary seat, according to 
Interfax, the independent news 
agency. 

Izvestiya said that the Soviet 
state prosecutor had “insti- 
tuted criminal proceedings'* 
against Mr Kalugin, citing con- 
fidential information he had 
divulged to newspapers. 

6 Thousands of trolley-bus 
and tram drivers in the Ukrai- 
nian capital of Kiev went on 
strike yesterday for higher pay 
and improved social benefits, 
the Tass news agency said, AP 
reports from Moscow. 

In another nnmifesfaitinn of 
labour unrest, librarians In the 
birthplace of Soviet founder 
Vladimir Lenin, went on strike 
on Tuesday, it was reported. 

The Kiev drivers are 
demanding higher wages and 
bonuses, and more, housing 
allotments, Tass said. 



Greec e agreed yesterday to keep US military bases for another 
eight ye ars, and tw o po licemen were shot and wounded during 
violent protests against the accord, Reuter reports from Athens. 
Police fired hundreds of rounds of teargas to disperse 2,000 
demonstrators who buried petrol bombs and set fire to local 
government offices. 

The anti-American clashes flared at Hania in Crete, near a big 
US naval base, a few hours before parliament in Athens ratified 
the new US-Greek defence pact by a single vote. 

The accord closes two US mainland bases - w«n— »« m«ii air 
base at Athens international airport and Nea Makri naval com- 
munications station east of Athens - and concentrates the US 
military presence on Crete. 


East German unions push on pay 

Divisions have arisen in a fragile economy writes David Goodhart 

M 


R EBERHARD 
Heinzs, a manager at 
the Robotron works 
at SOmmerda in East Germany, 
says he feels hopelessly torn by 
the outcome of the recent nego- 
tiations in the metal Industry. 

The deal - which gave 
workers a DM300 ($182J2) pay 
rise (about 30 per cent), a 40 
hour week (down from 43) and 
a 12 month job guarantee - 
provides a much needed boost 
to the depleted spending power 
of the average worker and 
manager. “But the pay rise is 
just too early, we have not 
earned it," he says. 

Mr Hefnze is less concerned 
about the hours reduction, 
which should be possible to off- 
set through a faster work pace. 

And like other managers he 
believes the job guarantee is 
likely to be ignored when it 
comes to a choice between 
sacking one-third of the work- 
ers and all of them. 

The pay rise, which 
Increases gross incomes from 
roughly one-third to closer to 
half the West German level, is 
seen by the unions as a com- 
pensation for the sharp rise in 
social security contributions 
(from about 5 per cent to 17.9 
per cent) and in income tax 
(from virtually nothing to 10-15 
per cent for blue collar work- 
ers). 

Many ordinary people also 
see it as compensation for the 
sharp, although probably tem- 
porary, rise in the price of 
everyday necessities. 

The same ordinary people 
are, however, as divided about 
applying union muscle to the 
fragile East German economy 
as Mr Heinze hiiruytf. At the 


Sbmmerda works about 5,000 
people joined a "warning 
strike" prior to the settlement 
but another 5,000 refused to 
participate. 

There Is no such division 
among the business leaders in 
West Germany and the politi- 
cians in both Germanys who 
have been vigorously denounc- 
ing the recent East German 
deals, most of which are simi- 
lar to the metal industry agree- 
ment, although without the 12 
month job guarantee. 

They are probably right to 
see the deals as a further hin- 
drance to western investment, 
but a whole new system of 
industrial relations is In the 
process of being established in 
East Germany and it is too 
early to say what the real 
strength of organised labour in 
the country will be. 

There are also several rather 
bizarre features of this first 
wage round which disqualify it 
as a signpost for the future. 

For one thing, much of the 
pay rises will be caught in a 
tax trap. Substantial funds 
should flow directly into East 
Berlin’s empty coffers, from 
where they will probably flow 
back 'to the struggling corpo- 
rate sector in the form of 
liquidity credits. 

Also, there are still no real 
employers and unions in East 
Germany’s state-owned compa- 
nies. One West German trade 
unionist complained: “They all 
call each other ‘du’ (the famil- 
iar form) and do not know 
which side they are on." Nei- 
ther the unions nor the 
employers' organisations made 
any effort to consult their 
members during negotiations. 


In fact, neither the East Ger- 
man unions or employers had 
more than a theatrical pres- 
ence at the recent negotiations 
which, at least in the case of 
the metal industry, were run 
by the West German Metal 
Industry Employers Associa- 
tion (Gesamtmetall) and the 
West German 1 G Metall union. 

Such a takeover was to be 
expected. East Germany is 
adopting the legal framework 
of West German industrial 
relations - co-determination, 
works councils, social plans - 
but neither unions nor employ- 
ers know how it works. 


N the past the East Ger- 


J man unions were merely 


an extension of the party 
in the factory. They had no 
power and never negotiated. In 
fact, all they did was to run 
workers’ holiday camps. 

Since last year’s revolution, 
the individual industry unions 
have re-emerged from under- 
neath the now-dissolved FDGB 
trade union centre, but they 
s tm lanfc credibility. 

They are now in the process 
of befog taken over by their 
rather unenthusiastic West 
German opposite numbers. But 
taking over the head office 

does not ensure survival on the 

shop floor. 

Officials of the DGB, the 
West German trade union cen- 
tre, say they will be happy if 
East Germany can, in the 
medium term, maintain a simi- 
lar union density as West Ger- 
many (about 30 per cent). That 
means a drastic reduction fo 
membership from the current 
9m (about 90 per cent) to less 
than 3m. 


Mr Gunther Lorenz, an I G 
Metall (West) official who has 
been working in Leipzig for the 
past three months, says that 
the current strength of I G 
Metall (East) of L6m could fall 
by anything between 100,000 
and lm, although union den- 
sity in the metal industry is 
hkely, as in West Germany, to 
be well above average. 

Mr Berthold Huber, also of I 
G Metall (West) in Leipzig, 
admits that the union is 
extending eastward out of 
self-interest: “A non-union 
zone in East Germany or 
wages permanently at one- 
third the West German level 
would reduce our own power. 

either by causing a massive 
reallocation of business to East 
Germany or by causing a flow 
of workers westward seeking 
“tter paid jobs and pushing 

up unemployment" 

Future union strength in 
East Germany will become 

dearer after the elections to 
works councils are completed 
in the autumn. 

.JS5 Stefoicke, an I G 
offl mal atthe S6m- 
iSSwS 8, sa ^ 8 oonfi- 
“Candidates 
wiu control her works council 

SSI 4? that wiU be 

to the boost pro- 
**ft5n * H G Metall (West)T^ 
Untu those elections, the old 
rntion structures win remain in 
idace but Mrs Stetaitike ieaxa 


Tm MhWUUlOU fl 

™,mmethe old .officials give 



up. It will be difficult to find 
anyone willing to take 
responsibilities: er 

“People Ain’t know how to 

iSf* v*** Wcmufi. 

*e always had consen- 
sus in the past," aim says. 


which would allow d presides^ ' .. 
tial election mi a national Trad; 
lot to be held In Oariy duttmUL 
" • Unemployment m Jpqtand Is - ■ ■ 
settcr rise to’LSm by tifo.ehd^jf' - • 
-thdyeafTof" neariys^et'tentdf c ; 

■' the iTm-strong labour forcer - 
writes John Lloyd. 

Mr William Clatanoff. assis- 
tant director of the Office of 
Foreign Relations in the US 
Labour Department, told a con- ■ 
ference on the Soviet Union • 
and east Europe in Harrogate, 
northern England, that a fur- ‘ 
ther lm workers and 250,900 
school-leavers would swell the 
present number of 450,000 
unemployed before the end of... 

the year. However, he said that 

some 350,000 jobs would be ere- - - 
ated in the private sector. 
Poland has not had more than . 
15,000 people officially regis- 
tered as unemployed for four " 
decades. 

Mr Clatanoff, who is advis- • • 
ing the Polish Government on ' ■ 
labour market policy and insti- ' 
tut ions, told the. inaugural •• • 
meeting of the International';..' 
Association of Communist 
Studies, that these L3m work- : _ 
ers and their families would ■ 
constitute “a powerful anti-- -• 
Government force - unem- 
ployment is now the largest'^ 
political risk in Poland", \ 

This political risk was; • 
greater fo planned economies - 
than in market ones, he saidrv 
because redundancy was more * 
than just the loss of work and ■' 
*** Workers typically -~ 

owed holidays, some -food sup-'-, 
plies, social services and even " “ 
hmising to their, euteprises, 

Mr Clatanoff said that where 1 '.- J - 
workers “internalised” thek u- 
resentment . about un employ.- •• ' 
ment, there would be -air V 
increase in alcoholism, child . C 
abuse, wife beating ami mar- 
riage breakdown, . u 

*** problem-was “pot ; , 

fficteed , mtemptoyed -workers ' ; . 

ver ^ J east vq£e:: , , 

affitinst the incumbent govern v. 
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INTERNATIONAL NEWS 


Asean attacks Washington 
over policies on Indo-China 


By Cbfrar Bo M wipn in Jakarta 
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WASHEKOT»PSmwiamite 
the repatriate of vkfeUBMM 
boat wopfe and tt» recent (Sad* 
sU®’ to. open a dialogue with 
yfotaarecfc ttB. fl w flMiw rt 1 
sis have coma under s trong 
attack itxsn foralpi ministers 
of the Assoriatimr of Sooth 
East . ABiia Nations (Asean) 
meeting to -Jatetfa. 

Member countries of Asean 
(Indonesia, htalayda, Thailand, 
Singapore. Brunei ad the Phi- 
lippines), together, with Hon* 
Kong, proytaie temporary 
homes far more than ittjQOD 
Indo-Chinese asylum se eker s. 
But in a statement issued, in 
Jakarta yest e r da y , the Aaearr 
rainiaters sd4 that ‘the mn 
soclo-eeonomte and political 
costs Imposed on the countries 
or temporary refugee. £txv« 
become tatolsroble and' cannot 

be continued’'. 

The ministers accused Wash' 
ington of blocking attempts to 
resolve the refugee crisis by Us 
constant refusal to accept the 
forced repatriation of aU boat 
people classed as economic 
migrants rather than genuine 
refugees. The statement said 
the US position was inconsis- 
tent with internationally 
accepted practice and could 


lead to a breakdown of Interna- 
tional understanding on the 
treatment of asylum seekers. 

It want on to reiterate 
Asean's stance that any coun- 
try (goosing forcible repatria- 
tion was obliged to offer an 
alternative solution, something 
that 1*”- US has so far tailed to 
do. 

In the absence of an alterna- 
tive, the foreign ministers con- 
cluded, countries of first asy- 
lum would do what they 
thought necessary to "safe* 
guard their nnrforai Interests'*. 
Thitcoold include a b ando n ing 
the practice of offering tempo- 
rary refuge, they said. 

The ministers have been 
equally critical of the US deci- 
sion last week to drop its rec- 
ognition of the Cambodian 
resistance coalition's scat at 
the United Nations because of 
the role of the Khmer Rouge In 
the group. Asean, which has 
played a key part in attempts 
to find a solution to the con- 
flict in Cambodia, supports the 
three-party guerrilla coalition's 
presence at the UN in prefer- 
ence to the Vietnamese-backed 
government of Cambodia. 

The ministers said in a Joint 
statement on the subject that 


they believed attempts to 
change the UN representation 
of Cambodia at this particular 
time “would set back the 
search for a comprehensive 

d tical solution to the Cam- 
lan problem". 

That position was underlined 
by Mr Wong Kan Seng. Singa- 
pore’s Foreign Minister, who 
said that denying the Cambod- 
ian resistance representation 
at the UN's had been one of 
Hanoi's main goals and he 
feared that Washington’s 
about-face would only encour- 
age the Vietnamese “to persist 
in their illusion that they need 
not compromise". 

AP adds from Bangkok: 
Cambodia’s Khmer Rouge 
guerrillas, in their first reac- 
tion to a US attempt to isolate 
them, appealed yesterday for 
international help to allow 
them a role in the settlement 
of the war. 

Widespread backing for the 
guerrilla coalition’s United 
Nations seat has ensured tha t 
the UN charter and interna- 
tional law “prevail over the 
law of the jungle and the use of 
force**. Khmer Rouge leader. 
Khieu Samphan, said In a 
statement on guerrilla radio. 




§§8*$ US team likely to build 
contacts in Phnom Penh 

r -Tssiii By John Pedlar and David Pearson in Phnom Penh 

’ ' {• ... 

■;»* coffa j. A TEAM of six US military 
l KL3a aiSiS^!' personnel arrived In Phnom 
-sr, & Penh yesterday to ascertain 

ii* cas b whether remains offered by the 

us rL-’V«L?*<(i Cambodian Government are 
-c W.;„ those of US service personnel 

! missing In action. 

It is expe ct ed in Phnom Ptenh 
■'•e *esr- «*“r«e that the US Administration 
-,~7 : his te, will at some stage take advan- 
"■* tage of the “missing in action* 

mission's two-day visit to have 
some initial political contact 
with the Cambodian Govern- 
ment - as is strongly recom- 
mended by Mr George Mitchell, 
the Senate Majority leader. 
asdisH His Intelligence Committee 
‘ ^ investigation Into US policy in 

rusks *5 Cambodia, and its possible con- 
' S ’*r traventioa of US law prohibit- 
P-v's:. L n ff assistance to the Khmer 

’ r ~. ’Hie g* 


is o5c • 
-esiccranc w 
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is one factor that fed 
i Baker, US Secretary 
7 of State, to moke his dramatic 
; r::r»v r-^ statement last week effectively 
UH *‘ putting the US on the skid of 
those who - like the Vietnam- 
backed Hun Sen government - 
are defending Cambodia 
against the Khmer Rouge. 

With the US media circus in 
town, few Cambodians under- 
stand what is going on. But the 
politically aware, whatever, 
their views, axe increasingly 


concerned at what they see as 
an apparent US desire to 
tamper with Cambodian insti- 
tutions before even bringing 
up to date their direct know- 
ledge of the Cambodian scene. 

The US,.foe example, is call- 
ing for western-style elections 
when the Government can 
only field a -seven-aside team. 
After Pol Pot’s slaughters and 
the exodus of the well-educated 
in the 1970s there are simply 
not enough qualified people to 
fill both government and oppo- 
sition benches. Even if there 
were, observers believe that, in 
mlddvil war. Cambodia would 
probably best be served by a 
coalition of some sort under 
which all those with political 
abilities could render service 
against the Khmgr Rouge. 

Diplomats suggest that the 
big question now is how 
quickly Mr Baker’s U-tum will 
be reflected by concrete moves 
by the world community to end 
the sanctums .which msb* thin 
one of tiie most isolated places 
on earth. -Ministers say pri- 
vately that ' they are taking 
lathing for granted until the 
Baker wmmnnrj qnent leads to 
so meth ing concrete- • • - 


Deadlock 
on Korean 
border talks 

By John Ridding in Seoul 

NORTH and South Korea 
yesterday rejected each other's 
proposals for discussions on 
achieving a limited opening 
next month of the two coun- 
tries* tightly sealed border. 

According to North Korean 
radio reports monitored in 
Tokyo. Pyongyang rejected as 
unnecessary a Seoul proposal 
for talks on conditions laid 
down by the north for a tempo- 
rary opening of the border at 
Panmunjom. 

Shortly afterwards, Mr Kang 
Young Hoon. South Korea’s 
Prime Minister, rejected a 
North Korean proposal for a 
higher-level meeting on the 
same subjects. Analysts say 
that the respective rejections 
made it even more unlikely 
that the two sides could agree 
on opening the border. 

The Increasingly complex 
series of proposals and counter 
proposals was triggered by a 
statement by North Korea ear- 
lier this month to open port of 
its side of the border to South 
Korean visitors attending a 
peace rally on August 15 - the 
anniversary of liberation from 
Japanese occupation.- 
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By Hugh Camegy in Jerusalem 
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THE Israeli government 
yesterday cut a number of sen- 
sitive food subsidies as part of 
an emergency programme to 
help fund the absorption of 
thousands of Soviet Jewish 
immigrants, provoking strong 
protests from both trade 
unions and the Bank of IsraeL 

All subsidies on bread were 
removed, pushing up the price 
of a loaf by 30 per cent, and 
subsidies on chicken and mar- 
garine were reduced. 

Subsidies on eggs, milk and 
public transport are also sched- 
uled to be cut as part of a 
Shekels420m (£11 Im) package 
of spending cuts to help offset 
extra spending on immigra- 


tion. The measures brought 
howls of protests from a grow- 
ing number of poor families 
camping out in towns across 
Israel in protest at rent 
increases caused by an immi- 
gration-induced housing short- 
age. 

The powerful Histadrut trade 
union federation said the cost 
of immigration should not be 
borne by the poor. 

The Bank of Israel called the 
measure inflationary. It 
favours price control reforms, 
but attacked the cabinet for 
not implementing a compre- 
hensive set of policies and 
reforms to cope with immigra- 
tion. Just what the influx will 


end up costing the Israeli gov- 
ernment is still undear. 

The efforts to get to grips 
with the problem have taken 
on an air of confusion and 

alarm. 

Yesterday. Mr Yitzhak 
Moda'l, the Finance Minister, 
presented a Shekels25m sup- 
plementary immigration bod- 
get to the Knesset. 

But Mr Ariel Sharon, the 
Housing Minister, said be 
would ask the cabinet on Sun- 
day to approve spending no 
less than Shekels2.7bn on 
emergency housing, a figure 
that appears way beyond extra 
spending estimates formulated 
by the Treasury. 


Caygill unveils budget with eye on NZ election 


By Terry Hall In Wellington 

MR David Caygill, the New 
Zealand Finance Minister, last 
night delivered a budget that 
emphasised social welfare con- 
cerns, while promising a 
financial surplus of NZ$89m 
<£29m) in the 1990-91 financial 
year, the first since 1978. 

The budget Is regarded as 
crucial to Labour’s re-election 
hopes, as the party is trailing 
badly in the polls with an elec- 
tion due In October. 

Helped by asset sales of 
Telecom and state forests, It 
showed a cosh surplus of 
NZ$Sbn. Or this. NZfi "bn will 
be used to repay overseas and 
domestic debt, with NZ$400m 


spent on education and health. 
This year's predicted ftnnnrial 
deficit will be NZ$84 8m. or 
1.35 per cent of gross domestic 
product 

Last year Mr CaygQl prom- 
ised a deficit of NZJTlOm or 
1.0 per cent of GDP. In ft 
highly political document, Hr 
Caygill emphasised the 
achievements of his party's six 
years of economic reforms. 

There were few election 
giveaways. The emphasis was 
on helping Labour's tradi- 
tional supporters, with a new 
family benefit targeted to low- 
income families, free visits to 
the doctor for children, a new 


universal benefit to include 
unemployment and Increased 
spending on education with 
the emphasis on expanding the 
number of teachers. 

Assistance to business 
included the abolition of 
excise duties on cars and a 
drop of 5 cents a litre on 
u n l ea d ed petrol as well as a 
simplified tax system. 

However, the package 
received a lukewarm response 
from BnantiM markets which 
were disappointed at a fore- 
cast deterioration in the finan- 
cial surplus to NZttJbn in the 
1991-32 year, which suggested 
that Interest rates wonld 


ipwiaiw wnjiup pressure. 

• Six of New Zealand’s most 
prominent directors were yes- 
terday discharged from crimi- 
nal charges under the Securi- 
ties Act that could have seen 
them jailed for up to five yearn 
or banned from holding direc- 
torships. 

The charges followed the 
collapse at the Rada Corpora- 
tion. the financial associate of 
NZ Forest Products. Mr Justice 

Barker found them not guilty 
in the Auckland High Court of 
being signatories to a prospec- 
tus containing an untrue state- 
ment. He said the Crown had 
not proved a& the ingredients 


of the charge beyond reason- 
able doubt. 

The Crown alleged that on 
October 14, 1986, Eada Invest- 
ments, a subsidiary of Rada 
Corporation, neither held In 
cash nor bad made any Ann 
arrangement to obtain the 
850m for a share subscription 
In Prorada Properties. Those 
charged were Sir Russell Petti- 
grew, George Wheeler, Warren 
Hunt, John Hunn, Bob Gunn 
and Ian Ankle. 

Mr Justice Barker said ho 
was not satisfied it was a firm 
arrangement by R ad a with the 
Bank of New Zealand to pro- 
vide the SSOm. 


UK seeks ‘warm’ ties with China 


By Polar Elllngson in Peking 

MR Francis Maude, British 
Foreign Office minister, soon 
to be elevated to the Treasury 
in Mrs Thatcher’s latest gov- 
ernment reshuffle, called for 
the restoration of “warm and 
co-operative" bilateral rela- 
tions between Britain and 
China when he arrived in 
Peking yesterday. 

Mr Maude, the first Euro- 
pean Community minister to 
visit China since the EC 
imposed a ban on high-level 
contact alter last year's Tian- 
anmen Square massacre. Is 
seeking to improve Sin o- Brit- 
ish tics in the run-up to 1997, 
when Hong Kong reverts to 
Chinese rule, and to deal with 
three outstanding issues which 
have arisen during the period 
of freeze. 

These are the questions of 
Hong Kong's proposed bill of 
rights, Britain’s nationality bill 
giving right of abode in the UK 
to 50,000 Hong Kong house- 
holds to persuade key person- 
nel to stay In the territory , 
and a proposed new airport 
which Peking believes will 
drain Hong Kong’s resources 
after 1997. 

The bill of rights, entrench- 
ing certain freedoms in Hong 
Kong, is expected to be tabled 
in the territory's Legislative 



Maude: to tackle three issues 

Council (Legco) this week. The 
success of Mr Maude's talks 
with senior leaders, including 
Prime Minister Li Peng (whom 
he is expected to see today), is 
expected to influence other EC 
nations which are considering 
whether to maintain sanctions 
against China. 

With Japan about to resume 
loans, and other members of 
the Group of Seven industria- 
lised nations agreeing to a 
softer stance, the West is now 
taking a more conciliatory 
approach to China. Mr Maude 
himself noted that the time 


bad come to start reviewing 
the freeze on soft Inana, though 
he added that it would take 
time to restore military 
cooperation with China. 

Mr Maude intends to raise 
human rights concerns in 
Peking, but not at the expense 
of farther straining imk» 

‘There will be no tub-thump- 
ing,” one diplomat said, “tins 
is a goodwill visit." 

Before arriving in Peking. 
Mr Maude said China had 
taken some positive steps, 
inriwting the release of detain- 
ees, and the freeing of leading 
dissident. Prof Fang f’.jghl, who 
is now in the UK. 

"All these measures are wel- 
come but there's stiff a long 
way to go. Tbere're still a lot of 
people in jail." he said. 

If Mr Maurfp convince 
Peking to settle the Hong Kong 
issues privately, without a pub- 
lic fuss involving retaliatory 
action, his mission will be 
judged a success. 

Mr Maude wifi be seeking to 
assure Peking that the bill of 
rights will not undermine 
existing laws, or, more impor- 
tantly. override the Basic Law, 
a mini-constitution drafted by 
a Peking-dominated team, that 
will be in force after the hand- 
over. 


Rush in Hong Kong for 
British passport rights 


By John Elliott in Hong Kong 

NEARLY 2,000 men, women 
and children people rushed 
yesterday to Hong Kong’s 
Immigration offices to apply 
for British naturalisation 
because they want a chance to 
qualify next year for a right of 
abode in the UK under a 
Nationality Bill which is to 
receive Royal Assent in Lon- 
don tomorrow. 

They were applying for Brit- 
ish Dependent Territories’ Citi- 
zens passports. Last year 1,074 
people applied for the pass- 
ports compared to only 600-750 
in the previous four years. 

The offices were being kept 
open for 16 hours till midnight 
to meet the demand because 
queues were still growing. 

Demand has built up 
because Hong Kong residents 
who wish to apply for the full 
UK right of abode passports in 
the first tranche of the Nation- 
ality Bill's scheme must be 
h older s of the more limited 
BDTC passports before Royal 
Assent is given tomorrow. 

"1 saw the television news 
about the Royal Assent last 
night and thought I’d better 
crane down here quickly.” said 
Mr MJL i-am , an accountant, 
standing in the queue. About 


CHINA'S hardline leaders 
appear to have begun to woo 
the more liberal military 
who opposed the su p pre ssion 
of the de m ocr a cy movement. 
Our Foreign Staff writes. 
General Zu Qinxian, com- 
mander of tbe 38th army. 
Imprisoned last year for 
reportedly refusing to lead 
his troops Into the capital, 
has been released on the 
orders of Deng Xiaoping. 

3.25m of Hong Kong’s 5.8m 
population already have the 
BDTC passports. Another 
2A2m are not naturalised and 
carry identity documents, so 
cannot apply for right of abode. 

The new package is designed 
to stem the colony’s brain 
drain by giving full passports 
to 50,000 households of key pro- 
fessional and administrative 
employees who will be selected 
on a points system. 

It was announced yesterday 
that passports in the first 
tranche are to be issued from 
next May or June and win be 
given to more than 40,000 
households. Applications are to 
be invited in December. 


British Conservative MPs meet Hlzbollah chief 


By Lara Marlowe in Beirut 

A DELEGATION of British 
Conservative MPs yesterday 
held talks with Lebanese politi- 
cal and religious leaders In 
west Beirut, including Sheikh 
Mohammed Hussein Padlallah, 
the spiritual leader of the pro- 
Iranian Shia Moslem Hlzbofiah, 
which is believed to hold most 
of the 15 western hostages, 
four of them Britons. 

Mr Robert Adley, Mr Colin 
Shepherd and Mr Tim Rath- 
bone met Sheikh FadUfllalv In 
the southern suburbs of tbe 
city. Mr Adley, who is leading 
the delegation, said the MPs 


bad called on Sheikh Padlallah 
because they wanted to talk to 
opponents as well as support- 
ers of the Arab League-backed 
Taif peace agreement in Leba- 
non. He insisted that hostages 
were not mentioned. 

The arrival of the Tory MPs 
coincided with a visit to 
Damascus by Mr Gerald Kauf - 
man, the British Shadow For- 
eign Secretary. . 

Mr ganfmiiw dlSCUSSed 
hostage situation with -Mr Far* - 
oak al-Sharaa, tbe Syrian For- 
eign Minister. Mr Kaufman 
met yesterday with Syrian 


vice-president. Mr Abdul-Halim 
Khaddam, who has responsibil- 
ity for Lebanon. Britain broke 
diplomatic relations with Syria 
in 1986, after the Syrian 
embassy in London was impli- 
cated in the attempted bomb- 
ing of an Israeli airliner. 

According to British sources 
in Beirut, Mr Meriyn Rees, the 
mp and former Home 
Secretary, decided not to 
accompany the group to Beirut 
for security reasons. The MPs 
have travelled to their meet- 
ings with L e banese President 
Ellas Hrawi, army command- 


er-in-chief General Emile 
Lahoud, speaker of the Parlia- 
ment, Mr Hussein al-Hussetai, 
the Arab League’s special 
envoy to Lebanon, Mr Lakhdar 
Th raMmi Shpflrh Padlallah and 
others in an armed convoy 
guarded by more than a dozen 
Lebanese army soldiers. 

They are scheduled to meet 
Prime Miwigter feiim el-Hoss, 
and ex-President Suleiman 
Frangieh, before departing 
tomorrow. -They also hope to 
meet rival Maronite leaders, 
Mr Samir Geagea, and Gen 
Michel Aotm today. 


Maghreb states seek to strengthen ties with EC 


By Francis Ghllds 

THE FIVE Maghreb countries of North 
Africa have undertaken to speed up eco- 
nomic integration between them and 
called for stronger ties with the European 
Community. The move is clearly designed 
to prevent them from being squeezed out 
of the single European market after 1992. 

A final declaration issued after a sum- 
mit in Algiers of the leaders of Algeria, 
Tunisia. Morocco, Libya and Mauritania, 
which ended on Monday, said that 1995 
bad been set as the target of a customs 
union between tbe five countries. It was 
also d e ci d ed to create a common airline. 

Five agreements were signed in Algiers 
covering trade in agricultural products, 
the prevention of agricultural diseases 


(locusts and screw worm notably), the 
encouragement and guarantee of invest- 
ments, the ending of double taxation laws 
and free movement of goods and people. 

At the moment, Maghreb countries, 
which have a total population of 65m and 
a combined GNP of more than $l00bn 
(£55fan), conduct only about L5 per cent of 
their official external trade with one 
another. 

The collapse of communist regimes in 
eastern Europe and the growing links 
being forged between these countries and 
the EC was unwelcome news in North 
African capitals. The three central Magh- 
reb states, Algeria, Tunisia and Morocco, 
conduct about two-thirds - in the case of 


Tunisia three-quarters - of their trade 
with EC countries, to which they owe 
much of their debt and trade credits. 

President Chadli Bentfledid of Algeria, 
who was hosting the summit, underlined 
the “close ties with the European Commu- 
nity” all countries In the region already 
enjoyed and which they wished “to rein- 
force and expand to make the two sides of 
tiie Mediterranean a model of North South 
relations". 

The five countries, which formed the 
Maghreb Arab Union in February 1988, are 
due to hold joint ministerial talks with the 
EC in November. They clearly bope that 
forming a customs union will put them in 
a stro n ger position to negotiate. 


Nigerian debt deal continues to confuse 

Creditors puzzle over latest moves by Lagos, say William Keeling and Stephen Fidler 
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T HE catch-phrase of one 
Nigerian businessman 
is: “I regard a signed 
contract as a good basis for 
negotiation." It is also a phrase 
which could usefully be 
applied to agreements concern- 
ing Nigeria's $32bn interna- 
tional debt 

Not for the first time, 
Nigeria is in dispute with its 
creditors, including the Paris 
Club of creditor governments, 
the Loudon Club of commercial 
bank lenders and the World 
Bank. 

It is a situation which west- 
ern diplomats officially explain 
as a problem but not a crisis. 
In private, however, there is 
anxiety over increasing pay- 
ment arrears - $lbn to the 
Paris Club alone - and a fear, 
as one diplomat put it, "that 
the new Nigerian negotiator. 
Chief Olu Falao, ha« raised the 
stakes”. 

Diplomatic sources confirm 
that the present impasse with 
the Paris Club - the debt to 
which totals $14bn - concerns 
a condition in last year's agree- 
ment which stipulated that aU 
revenue over and above $16 a 
barrel should be paid into a 
sta bilisati on account. Tbe con- 
dition demanded that half the 
money should be directed to 
building up foreign exchange 
reserves and half to paying 
back rescheduled Paris Club 
debt 

Analysts believe that an IMF 
refusal is April to extend its 
economic stamp of approval 
without which a new Paris 
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Club agreement cannot be 
signed, is an indication that 
this condition was not wholly 
fulfilled. 

Hie problem has been to rec- 
oncile payment arrears to the 
Paris Club of about Slim with 
an apparent surge in foreign 
exchange reserves. Central 
Bank of Nigeria figures show 
an increase from $640m at the 
end of 1988 to $2.9bn now. 
According to one banker, the 
tmhaianm was the result of a 
gove r nment decision to give a 
higher priority to foreign 
reserves. 

Diplomats agree that the 
Paris Club adopts a “a soft 
approach" to arrears if ade- 
quate economic explanation is 
given but in this instance there 
is said to be a serious compli- 
cation. A World Bank official 
reports that there is wide- 
spread scepticism surrounding 


the Central Bank figure for for- 
eign reserves. The official 
claims that tbe increase to 
S2.9bn was reached by the pos- 
sible inclusion of ineligible 
reserves, such as those belong- 
ing to the Nigerian National 
Petroleum Corporation (NNPC) 

A spokesman for the Central 
Bawfc has denied that the funds 
at any government parastatal 
were included in the figures for 
foreign currency reserves. In 
particular the spokesman said 
that the NNPC reserves, which 
presently total $l.22bn, were 
kept in a separate escrow 
account 

There is concern within tbe 
donor community, however, 
that the figures are inaccurate 
and are being used to shield 
the diversion of revenue to Ill- 
favoured government projects, 
such as the Ajaokuta steel 
plant. Diplomatic sources 
report that the World Bank has 
been in dispute with the gov- 
ernment since January over 
tiie expenditure on Ajaokuta, a 
matter which has led tbe bank 
to withhold a $500m budget 
anil ffnanrial policy loan. 

Another dimension of the 
debt situation is the break- 
down of 1988 agreement 
between Nigeria and the Lon- 
don Club group of creditors 
who are owed S5.5bn. 
Described as “a very fair deal” 
at the time, the agreement 
had allowed for tbe repay- 
ment of medium-term debt 
over 14 years. In March 
Chief Falae announced that 
Nigeria was unable to service 


tbe debt on existing terms. 

- His suggestion was that the 
repayment period should be 
extended to 30 years (with 10 
years' grace) and that the 
interest rate should be cut to 3 
. per cent In talks last week tbe 
banks proposed a debt reduc- 
tion deal, along the lines of 
agre eme n t s already in place for 
Latin American countries such 
as Venezu e la. 

The options Included a debt 
buy-back option and an 
exchange of debt for 30-year 
bonds carrying below-market 
interest rates. But there was 
no agreement over the Interest 
rate the bonds should carry 
and the level of collateral 
required to secure principal 
payments and interest 

N egotiations are not 
expected again before 
the end of August The 
acceptance by tbe hanks of a 
debt buy-back option is seen as 
an important breakthrough. 
The concession follows activity 
over the past year in the sec- 
ondary market for Nigerian 
debt Banking sources confirm 
that Barclays Bank recently 
sold up to 3300m of its Nigerian 
debt at a discount rate of 29.5 
per cent The buyers were a 
group of Austrian banks. 
Given the low yield of Nigerian 
paper - even at the deeply dis- 
counted secondary market 
pice - it seems unlikely that 
this would have been bought 
as an investment 
The secondary market has 
provided a potential means for 


Nigeria to retire its debt at a 
fraction of Its value. But to 
have done so in the past would 
potentially have been in con- 
travention of agreements 
which stipulated that all credi- 
tors should be treated equaL If 
the government had been 
diverting revenue to buy back 
the debt of an individual credi- 
tor an the secondary market, 
then other creditors - such as 
those in the Paris Club - 
would have received less. 

Many analysts believe the 
I< o n*1on dub has no **Hnirp font 
to offer a debt buy-back option 
in order to make visible any 
future entry by Nigeria into 
the secondary market. The 
commercial hanks would then 
be in a better position to gauge 
the tactics of the Nigerian 
negotiators. At present, the 
London Club has been left 
guessing whether Nigeria is 
truly unable to repay its debts 
as scheduled or if it is wring 
the dispute with the dub as a 
means of squeezing tbe second- 
ary market discount rate. 

The disputes are beginning 
to have a negative effect an the 
domestic economy. Foreign 
project and policy loans worth 
up to $7Q0m which are neces- 
sary to finance the budget defi- 
cit are currently being with- 
held. Pressure is mounting on 
all sides for a settlement and 
much depends on Nigeria sign- 
ing a letter of intent with the 
International Monetary Fund. 
But that relies upon agreement 
concerning the make op of for- 
eign reserves. 


Indian state chooses private 
sector partner for steel plant 


By K.K. Sharma in New Delhi 

THE eastern Indian state of 
Orissa has chosen the Jindal 
group of industries as its pri- 
vate sector partner to establish 
a Rs25bn (£800tn) 3m tonne 
integrated steel plant near Dai- 
tari. 

The joint venture will be 
implemented by a new com- 
pany, to be called Kallnga 
Steels, in which the Orissa gov- 
ernment will have a 26 per cent 
equity share and Jindal 25 per 
cent It Is proposed to raise the 
remaining 49 per cent from 
public financial institutions 
and by tapping tbe capital mar- 
kets. Tbe capital to be raised 
initially is estimated at RsSbn. 

This is the second big indus- 
trial project launched by a 
state government in partner- 
ship with private companies 
and suggests that the "joint 
sector” will be increasingly 


used to promote industrial ven- 
tures. Tbe joint sector involves 
wm of financial resources and 
management skills of private 
companies. 

The first such project was 
agreed a few months ago 
between the Marxist govern- 
ment of West Bengal and the 
Tata group for setting up a pet- 
rochemicals complex at Halriia. 

The Jindal group, which has 
wide interests in such areas as 
engineering, oil mills and plas- 
tics. will be the first Indian 
g roup after Tata to enter the 
steel industry in a significant 
way. However, more compa- 
nies- are expected to make 
investments in steel after last 
week's liberalisation of the 
steel policy. 

The project still has to be 
ap prov e d by tbe central gov- 
ernment. 


Bofors investigation delayed 


POLICE investigating charges 
of pay-offs in tbe |1.4bn 
(£76Qm) deal with tiie Swedish 
company Bofors to supply how- 
itzers to the Indian army con- 
cede there will be a delay in 
identifying people to whom 
payments were allegedly made , 
writes KiL Sharma. 

This is because the Swiss 
cantonal court which was 
wrfrari to authorise help for the 
Indian investigators has not 
accepted the official letter sent 
to It on the grounds that it was 
too Hdailri and ftfmfnring 


Reports of the ruling by the 
Swiss court say it has asked 
for a simpler version of the 
papers and has not yet refected 
the application for help. India's 
Central Bureau of Investiga- 
tion is now working on the 
new application which needs to 
be submitted by September 6. 

Indian investigators are 
enoouraged by the fact that the 
Swiss court nas not reversed 
orders freezing six accounts in 
Swiss banks to which the 
alleged Bofors payments were 
made. 


Liberian 
rebels are 
pushed back 

GOVERNMENT soldiers 
patrolled the streets of the Lib- 
erian capital yesterday after 
they apparently repelled a sur- 
prise rebel attack the day 
before, AP reports from Mon- 
rovia. 

On Monday, a splinter rebel 
group waded across a swamp 
to shoot their way into tbe cen- 
tre’ df tbe city,' surprising gov- 
ernment troops who had been 
defending two key bridges 
leading into town. 

A rebel gunboat fired at 
President Samuel Doe's ocean- 
front mansion before dawn yes- 
terday and then sped away, 
witnesses said. 

Tbe unidentified ship fired at 
least six rounds at. the heavily 
fortified command post where 
Mr Doe was holed up with his 
remaining loyal troops who 
returned the fire. 

The rebels involved In Mon- 
day's attack were identified by 
diploma ta in Abidjan, the capi- 
tal of neighboring Ivory Coast, 
as forces loyal to Prince John- 
son, a rival rebel to Mr Charles 
Taylor who remained blocked 
by government troops in the 
city's eastern suburbs. 

Indonesian power 
plant contract 

Japanese companies, Mitsubi- 
shi Heavy Industries (MEQ) and 
Mitsubishi Corp, along with 
and Siemens of West Germany, 
have received a full turn-key 
order for a natural gas and 
coal fired power plant from 
Indonesia's electricity author- 
ity (PLN), Mitsubishi Heavy, 
MHI announced yesterday, 
AP-DJ reports from Tokyo. 

To be built at the Gresik 
Power Station near Surabaya, 
the L500-megawatt power plant 
will be the largest in the world. 
The cost of the plant was not 
disclosed. 

Philippines debt 
moratorium row 

Legislative proposals to impose 
a ceiling and a temporary mor- 
atorium on repayments of for- 
eign debt appeared to be gain- 
ing some support In the 
Philippines cabinet yesterday, 
Greg Hutchinson writes from 
Manila 

In the light of last week's 
'devastating earthquake, Mr 
Guillermo Carague, Budget 
Secretary, told reporters he 
was in favour of suspending 
repayments, but opposed “uni- 
lateral" action. 

Mr Jesus Estanislao, the 
Finance Secretary, said he sup- 
ported the aims of the bill! hut 

said any impulsive move 
"could be disastrous”. 

Taiwan venture 

Evergreen Heavy Industrial 
Corp. a part of Taiwan's Ever- 
green Group, has signed a 
co-operation agreement with 
General Electric Aircraft 
Engines that will help Taiwan 
develop an aerospace industry, 
Peter Wkkenden writes. 
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AMERICAN NEWS 


US plans Gatt 
complaint over 
Airbus subsidies 

By Peter Montagnon and Wimam Dullfbree In Geneva 


THE long-simmering 
trans-Atlantic row over subsi- 
dies to Airbus has abruptly 
resurfaced, to the surprise of 
European officials, with a deci- 
sion by the Bosh Administra- 
tion to make a formal com- 
plaint to the General 
Agreement on Tariffs and 
Trade. 

TJS officials said they would 
file a complaint on August 1, 
alleging that a West German 
pledge t o p rovide up to 
DM2.63bn (£87Qm) in s u pport to 
cover exchange rate losses is 
illegal under International 
trade rules. 

The pledge was made as part 
of ttw deal under which Mes- 
serschmitt-Bd lkow-Blohm 
(MBB), the state-owned Ger- 
man arm of the Airbus consor- 
tium, was sold to Daimler-Benz 
last year. 

It was designed to protect 
the company Cram potential 
losses If the dollar fell below 
DM1.60, the US said. Aircraft 
are normally priced in US cur- 
rency, although MBB’s costs 
are in D-Marks. 

Announcing its decision to 


complain, the US Trade Repre- 
sentative's Office said talks an 
Airbus subsidies had broken 
down. 

European officials said they 
were surprised by foe US move 
as they did not regard the talks 
as having broken down. They 
added the European Commu- 
nity bad offered only 10 days 
ago a firm commitment to ban 
all production subsidies on 
large aircraft with more than a 
100 -seat capacity as wel l as a 
significant reduction in future 
assistance to Airbus for devel- 
oping new aircraft. 

Although the buoyant air- 
craft market has reduced pres- 
sure on the administration 
from Boeing and McDonnell 
Douglas to act against Airbus, 
Mrs Carla Hills, US Trade Rep- 
resentative, has said she 
regards g**h«wg«» rate support 
as “the most egregious kind of 
subsidy - . 

The Gatt subsidies code spe- 
cifically bans export subsidies, 
such as direct cash gra n t s and 
exchange risk protection which 
does not Involve a premium 
charge to cover losses. 


Bogota appointments 
seek political balance 


By Sartta Kendall in Bogota 

MR Cesar Gaviria, Colombia's 
president-elect, has ™*de his 
first four cabinet appoint- 
ments, confirming he will seek 
political balance and moderate 
reform when he takes over on 
August 7. 

Mr Luis Fernando Jaramillo, 
the new Foreign Minister, has 
a strong economic background 
and works with the Inter- 
American Development Bank. 
He will give special attention 
to trade relations and interna- 
tionalisation of the Cotom Man 
economy, while pushing ahead 
with the present government’s 
programme to resolve frontier 
problems with Venezuela. 

Mr Jaramillo, who is a for- 
mer public works minis ter, co- 
ordinated Mr Gaviria’s presi- 
dential campaign. 

Mr Rudolf Hommes, the new 
Finance Minister, is an econo- 
mist with experience in univer- 


sittaff and both ttw public and 
private sectors. He was 
recently an adviser to the cen- 
tral bank’s monetary board. 
One of his main tasks win be 

to mr p^ruf and hnplo nwn t Iflyr - 
sHsatinn policy. 

Liberalisation will also be 
one of Mr Ernesto Samper’s 
concerns as Minister of Devel- 
opment Mr Samper, who origi- 
nally ran against Mr Gaviria to 
be Liberal Party candidate for 
the presidency, was nearly 
killed in an airport sfaoobout 
when gunmen murdered a 
left-wing politician. He repre- 
sents an important group of 
younger Liberals on the left of 
the party. 

The Minister of foe Interior, 
Mr Julio Cesar Sanchez, is a 
former mayor of Bogota and 
Liberal Party politician well 
versed in reconciling political 
factions. 


In the B ahamas , gambling vice is seen as public virtue 

Rachel Johnson looks at plans for a national lottery to raise government revenue with no ne w tax es 


N OT every Caribbean 
island has all the Vices 
of neighbouring Miami. 
The Bahamas, a scattering of 
700 islands Is a gambling 
haven for tourists, but has no 
nffi ejat lottery for B a ha mians . 
Nor does foe Turks and Caicos, 
a Crown colony of low-lying 
islands which, extend south 
from the Bahamas. But this 
lottery-less situation could now 
be changing, as each comes to 
terms with the fact that vital 

revmiues from offshore bank- 
ing and tourism could sud- 
denly dry to a trickle at a bad 
timp for parched Caribbean 
economies. 

The Bahamas’ projected rev- 
enue for 1990-1991 is $58L5m - 
none ct which from personal 
fqygtJnn - largely through indi- 
rect taxes such as customs 
duties and fines for traffic 
offences. 

In his budget this year. Sir 
Lynden Pindling, foe prime 
minister, also raised duties on 
alcoholic drinks, tobacco, pass- 
ports, consular services, and 
firearms, not least because 
Hurricane Hugo devastated 
much of the region and weak 
oil and commodity prices 
undermined the strength of the 
Bahamian economy. 

For these reasons, indirect 
taxes have to be high. But 
there is still a budget deficit of 
$L6m planned for this year, 
and not enough money for new 
schools, sports centres, welfare 
programmes end other social 
services to meet the growing 
requirements of a population 
of 250,000 with high rates of 


unemployment and growing 
crack addiction. 

So the Bahamians have 
paggfld legislation to establish 
a national lotteries commis- 
sion, and top TJS athletes have 
backed Sir Lynden Pindling, 
agreeing that a lottery could 
revolutionise the country’s 
sporting status. 

Of more importance to foe 
Finance Ministry in Nassau, an 
official lottery could stem the 
outflow of capital trend which 
is exacerbating foe country’s 
credit liquidity pro blems 
External reserves axe already 
depleted, while domestic credit 
grew by 7 per cant in 1989. 

For economic reasons, some 
argue, an official, government- 
sponsored lottery could not be 
set up too soon. A lotteries' MR 
is currently going through par- 
liament — but in the mean- 
time, Bahamians are spending 
an estimated Sim a week on 
the Florida State lottery in 
Miami and probably even more 
on “foe numbers racket.” 

Illegally run by two gener- 
ous suppor te r s of both main 
political parties, the numbers 
racket supplies the fix denied 
to Bahamians by strict gambl- 
ing laws. Though the island s 
are famous for *hmr casinos — 
which range from plush green 
haigp to roo mfu ls of oneeoned ■ 
bandits - they are closed to 

Bahamians. - - 

So islanders pay double the 

price Of a Miami lottery Bdcat 

($10 for a $5 playing card) to. 
play the Florida state lottery. 
Bahamasair, the raBrmai flag 
carrier, has a regular flights to 


Miami which is thronged by 
ticket couriers, flying Stateside 
for the day with briefcases foil 
of tickets. Although the 
Bahamian dollar is fixed at 
parity with the US dollar, the 
lottery tickets have to be 
bought with greenbacks, with 
dire consequences for foe cur- 
rent liquidity squeeze. 

Those who cannot afford the 
luxury of playing the Florida 
lottery play the numbers 
racket, with tickets at a mere, 
so cents available on most Nas- 
sau street comers. 

The question posed by Mr 
Cohn Mays, the Tng h Commis- 
sioner In the Bahamas, is 
whether anyone would be 
tempted to play a legitimate 
lottery when the Florida and 
numbers games are already so 
popular. And the islands’ pow- 
erful Baptist community is 
vociferously opposing a lottery 
as it did horse racing and 
casino gambling. 

While a national lottery in 
foe Bahamas remains in foe 
balance, there is no church 
opposition to a lottery in the 
TtUkS and flajr-ng TalariHs (TCI), 

according to a Nassau-based 
Italian financier. Mr Enrico 
Gaxzaroli. 

"Together with TCTs finance 
minister, Mr Wendell Swann, 
he-is drawing up a blueprint 
for an innovative “transna- 
tional” lottery for the TGI and 
, Brazil to share. 

: As-fhe TCTs currency is the 
US dollar, tfa* initiators of the 
scheme - who are being 
advised by an ex-secretary of 
the UK-Gaming Board - bavei 


Minister caught in Mohawk row 


By Robert Gibbons in Montreal 


A CANADIAN minister has 
triggered a political row by 
char gin g Mohawk Indian mili- 
tants with creating “armed 
insurrection” in a two-week-old 
land dispute near Mn nMiw i 
Mr Harry Swain, Federal 
Deputy Minister of Indian 
Affairs, said in an Ottawa 
hrfaffwg that ImdwaMp of the 
Mohawk, people in Quebec had 
been “hijacked by & criminal 
organisation,” a reference to 
the Mohawk Warriors group- 
ing. Be d»fawd the g roup had 
terrorised the community's tra- 
ditional leadership idMtwj 
itself in the guise of defending 
Indian rights. - 
But Mr Thomas Si dd oft, Fed- 
eral Minister of Indian Affairs, 
later said he bad no evidence 


the Mohawk Warriors were a 
criminal group, and Mohawk 
leaders In Mnrrtwp ai described 
foe allegati o ns as “p u re Slan- 
der". 

The dispute, over expansion 
of a suburban golf course cm to 
land claimed by tile In diana, 
has quickly escalated into' a 
national confrontation over 
Indian rights. One Montreal 
policeman died in an exchange 
of shots between police and 
Mohawks. 

The Indians have blocked a 
main artery into Montreal, 
creating traffic chaos for two 
weeks. 

Negotiations between the 
Quebec government and foe 
Mohawks to remove the barri- 
cades and solve foe original 


dispute have broken down. 
Both the Quebec »«d federal 
governments are involved 
because of parallel juris- 
diction. 

Mr Swain claimed the 
Mohawk Warriors were a crim- 
inal organisation “using a com- 
bination of guns, cash and ide- 
ology” to take over leadership 
of several thousand Quebec 
Mohawks and iwrpinit 1 the dis- 
pute at a national and interna- 
tional leveL 

He alleged many were Viet- 
nam war ve te rans or former 
members of the US military, 
with no support from local 
Mohawks. 

“The Warriors control the 
aHrmtinn because they have all 
the guns,* he. claimed. 
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C iwkwi that fa nritw lwwmea conld suddenly fall has turned government 


atennon ra gaininnic 


a carrot they can offer Brazil. 

There are already two 
national lotteries, a Loteria 
Esportiva, and the Loteria de 
Numeros • with a weekly move- 
ment of about $i9m. The 
Savings Ranfc has more than 
5,700 authorised lottery shops. 

The organisers are hoping 
that Td islanders and tottery- 
mad Brazilians will be tempted 
tohuy each others tickets - in 
a neat exchange of hard cur- 
rency which would boost both 
places’ invisible exports. -Reve- 
nues from the .smaller new lot- 
tery will, as in Brazil - be 
rhannoited to development pro- . 
ject*.. ■ v -■ ■ 

But ~fois Caribbean lottery" 

Chile and EC 
to sign accord 

CHILE and the European 

C m HHim i ’ Uy cnm ort to aS ori an 

accord by the end of the year- 
encompassing scientific 
co-operation and the tranter 
of technology, as well as trade 
and -aid agreements, writes 
Leslie Craw ford in Santiago. 

Mr Enrique Baron Crespo, 
president of the European Par- 

aminimwyj Aa accord 

during a two-day visit to 
fThflp 

He said it would be the most 
comprehensive agreement 
signed between the EC and a 
Latin AmBriaaa country and 
would include novel aspects, 
such as e n v ironm ental protec- 
tion. 

The socafied “third genera- 
tion accord” will last five 
years. 


too has been in question ever 
since Mr Fernando Collor de 
Mello took office this year. It 
awaits approval from Brazil’s 
fnianna ministry, which is cur- 
rently too busy administering 
sweeping economic reforms to 
consider foe scheme. 

It does look likely, however, 
that the global momentum for 
lotteries is unstoppable, 
despite the opposition of vehe- 
ment religious communities. 

There are 118 . national lot- 
teries worldwide. In Europe, 
only - the UK and Albania are 
without With direct marketing 
and the mailshot it is as easy 
to play the .West-. German lot- 
tery as ibe pools.' US.’ customs 


seize thousands of illegal malt 
shots from the' Landers’ lot- 
teries a week: . ■ ^ 

And in New York, lottery-fo 
ver has gripped the nation -to_ 
such an extent that the sub- 
ways are plastered with 
adverts for Dr Lotto - 
comforts players with advice 
and helps them choose the 
right numbers. 

The UK Government is 
firmly opposed to running a. 
national lottery to increase- 
revenues without taxation. But 
in the Caribbean, and. other 
countries where personal tsoca-. 
tion hardly exists, govern- 
ments are couridering the vbs 
tues axul rices of a lottery. 


Congress backs tougher 

enforcement by SEC 

By Peter Riddell, US Editor, in Washington 


LEGISLATION to toughen 
enforcement powers of foe 
Securities and Exchange Com- 
mission has passed the House 
of Representatives and the Sen- 
ate. Both versions give the SEC 
powers to impose riril penal- 
ties for a wide range of securi- 
ties law violations, offering 
greater flexibility tiwm crimi- 
nal proceedings. 

The bill would allow foe SEC 
to issue cease-and-desist orders 
against companies suspected at 
Improper financial activities. 

Federal courts would also be 
permitted to bar anyone violat- 
ing anti-fraud sections of secu- 
rities law from serving as offi- 
cers or directors of securities 


firms. This action, to combat 
fraud in relevant markets, is in 
line with SEC. proposals.. . 

Slight differences in the Sen- 
ate and House versions are : 
expected - to be ironed- out. 
quickly and the measure 
should become law by the end 
of summer, at the latest. 

The main . variation Is that 
foe House measure contains; 
proposals, expected to be 
adopted by foe Senate, provid- 
ing tougher disclosure and'reg* 
ulatory requirements oyer 
penny stocks, low-priced secu- 
rities not - -traded on stock 
exchanges or through the 
over-the-counter electronic 
order system. " 


WORLD TRADE NEWS 


Officials try to put zest 
into flagging trade talks 


By Peter Montagnon and William Dullforce in Geneva 


TRADE officials last night 
began searching for new nego- 
tiating procedures to help 
revive the flagging Uruguay 
Round of multilateral liberalis- 
ation talks. 

With the weekend compro- 
mise on farm reform out of the 
way, an aura of phoney peace 
has settled on the meeting of 
the Trade Negotiations Com- 
mittee (TNG), the senior Uru- 
guay Round discussion group. 

Delegates representing more 
than 100 countries said there 
was no longer any appetite for 
a destabilising dispute this 
week an the other 14 items on 
the agenda. Instead they were 
now seeking a “more urgent 
high level process” to keep 
them on track Aar a fizial agree- 
ment on the entire Uruguay 
Round package in December. 

This process could lead to 
greater direct involvement in 
the fa»n« by Mr Arthur Dunkel, 
Gatt director-general, although 
some developing nations are 
voicing concern about impor- 
tant derisions being faitm by 
small groups of Industrial 
countries in smoke-filled 
rooms. 

However, the delegates, who 
are top-ranking civil servants. 


rr 




have shied away from calling 
for a further informal meeting 
of trade ministars. Given the 
technical nature of the present 
discpssio ns . this would, as one 
Japanese official put it, risk 

“confusion - . 

The negotiating plans pro- 
duced by the 15 chairmen of 
individual discussion groups 
will be accepted as a basis for 
continuing talks, albeit with 
the addition of covering notes 
detailing disagreements In 
most areas. 

Resolving these differences 


win eventually be a matter for 
politicians rather than civil 
servants, but delegates said 
they want to present Ministers 
with clear choices that are not 
obscured by technicalities. 

To help them reach this 
point top officials will be an 
mi uhnc alert in frnww coun- 
tries. Mr Hugo Paemen. the top 
E urope a n Community negotia- 
tor, said yesterday there would 
be no summer holidays for his 
staff at foe EC Co mmissio n. 
Some delegates have also 
called for the TNC to be on 
permanent standby. 

Others are looking at setting 
precise deadlines for the 
remaining Mages of the talks, 
as weQ as at ways of establish- 
ing an emerge n cy mechanism 
for dealing with problems 
when they arise so that they 
do not become hogged down in 
individual negotiating groups. 
Mr Dunkel was due last night 
to be gin talk s designed to 
define appropriate new proce- 
dures so that he can announce 
them at the end of the week. 
Bis statement win also outline 
foe re m a in ing obstacles and 
indicate where political deci- 
sions will be needed to com- 
plete the Round. 


Japanese seek firmer rules 


By William Dullforce and Peter Montagnon in Geneva 


JAPAN wants the rules 
established for the reform of 
world farm trade before it dis- 
closes how it win handle its 
ban on rice imports. 

Japanese officials said yes- 
terday that they were still 

looking for special consider- 
ation for food security. Until 
rules on this and similar areas 
were clarified, it would be diffi- 
cult for Japan to compile 
meaningful lists of their farm 
supports as a basis for negotia- 
ting reform, nffirtaTa said. 

They were “not very satis- 
fied 1 * with the decision that 
governments should submit by 
October 1 at foe latest lists, 
assessing foe value of their 
assistance to agriculture in 
three areas — internal sup- 
ports, bonier protection and 
export subsidies. 

The decision formed part of 
the compromise between foe 
European Community and foe 
CS on Monday which is 


intended to lead to firm negoti- 
ations on the rednetkm of form 
supports in Gatt's Uruguay 
Round. Japan did not object to 
tabling lists, officials said, but 
political decisions would be 
required on how to present 
Japan’s ban on rice Imports 
and its assistance for rice fann- 
ing. 

Another problem for the Jap- 
anese concerns Gatt’s Article 
XI, which allows governments 
to restrict imports, to protect 
domestic production controls. 
The US and the 14 farm-export- 
ing nations of the Cairns 
Group, except Canada, want to 
remove tMa right 

Until foe rules on foto and 
other issues were agreed, the 


would not expedite matters 
very much, Japanese o fflriafa 
said. In general at this week's 
meeting of the Uruguay 
Round’s Trade Negotiations 
Committee the Japanese have 


been emphasising the impor- 
tance they attach to reinforc- 
ing Gatt's rule-making role. 

There could be no results 
from the talks on the revision 
of Gatt’s anti-dumping code, 
until stricter rules had been 
agreed for the methods used by 
authorities to calculate dump- 
ing margins, officials 

Tokyo accuses the EC and 
the US of using arbitrary and 
unjustifiable methods to deter- 
mine whether a foreign 
exporter is selling a product on 
their markets at a lower price 
than that for which the prod- 
uct is sold on his home mmcket 

Baric rules for determining 
whether or not du m p fo g has 
occurred had to be agreed first, 
Japanese officials Insisted. 
Then Japan might be ready to 
discuss the new rules for pre- 
venting rir enmy e n t to " of anti- 
dumping duties sought by the 
US and the EC.‘ 


Trade talks falling to meet fairiff-cut target i Gatt finds 


By William Dullforce in Geneva 


THE US complained yesterday 
that offers by governments to 
reduce customs duties 
amounted to less than half the 
target set in Gatt's trade liber- 
aliring Uruguay Round. 

Mr Julius Katz, Deputy US 
Trade Representative, warned 
that If countries lowered their 
ambitions for the Round, the 
results would command nei- 
ther international support nor 
US domestic approval. 

He reminded the Trade 
Negotiations Committee, the 


Round’s governing body, of US 
President George Bush's dic- 
tum that no agreement was 1 
better than a bad agreement 
Countries wanting the Round 
to succeed should make sure 
their negotiators returned to 
Geneva at the end of August 
with the mandate and the flexi- 
bility to make “policy-specific 
commitments". Mr Katz asked 
countries that were not ready 
to do so “not to stand in the 
way of foe progress the rest of 
us seek". 


The average tariff reductions 
so far tabled added up to a 
mere 15 per cent, less than one 
half of foe goal agreed by trade 
ministers at their mid-term 
review of the Round In Mon- 
treal in December, 1988, Mr 
Katz said. 

The US and the European 
Community had begun to nego- 
tiate in earnest on a significant 
package of tariff cuts. But nei- 
ther could be expected to offer 
major concessions to countries 
which had been less forthcom- 


ing and lea ambitious. 

As the talks 'neared their 
end, the linkages, among the 15 
issues under negotiation made 
it essential to achieve ambi- 
tions results. If they were to be 
acceptable In all capitals, Mr 
Katz said. . 

He criticised the “Just say 
no” approach of developing 
countries who refuse to discuss 
changes to Gatt rules that 
allow them to justify trade pro- 
tection by citing balance-of- 
payments difficulties. 


EC plans better deal for world poor 

Brussels is to upgrade the GSP trade regime, writes Lucy Kellaway 


I N 1968 the world’s rich 
co up tries decided to set up 
a system of trade conces- 
sions to help poor countries. 
Twenty-two years later, foe 
Generalised System of Prefer- 
ences (GSP) is dog-eared and 
outdated, and some doubt it 
worth keeping. 

The European Community, 
one of the first to implement 
the scheme in 1971, has been 
the first to declare its GSP 
more or less useless. However, 
it is proposing improvements, 
and hemes they will be taken 
up by foe US and other devel- 
oped countries. 

The original idea was to 
offer all Third World countries 
reduced tariffs an a range of 
products, with the aim of 
boosting their export earnings, 
helping - them to industrialise 
and achieve fester economic 
growth. The scheme was 
designed to be autonomous, 
non-reciprocal and non-dis- 
crimmatory. 

Initially all went well, but 
more recently the GSP has 
found itself squeezed out by 
more preferable arrangements, 
by the worldwide trend 
towards freer trade and by 
Inconsistencies and imperfec- 
tions In the operation of the 
system. 

The EC’s GSP trading part- 
ners have been forced increas- 
ingly to take second place, get- 
ting poorer terms than those 
offered to the African. Carib- 
bean and Pacific (ACP) coun- 
tries, to the European Free 
Trade Association, and to the 
EC’s Mediterranean neigh- 
bours. Moreover, as tariffs and 
other trade barriers frill, the 
benefits from special reduc- 
tions have also come down. 

In the Tokyo Round of trade 


EC Imports 
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talks In the 1970s, foe average 
level of industrial tariffs of 
developed countries fell by 
nearly half to 6.4 per cent. 
Third World exporters have 
been further hit by the intro- 
duction of non-tariff measures 
to protect foe markets of foe 
developed countries In areas 
like textiles. 

Meanwhile foe relationship 
between GSP and foe Gatt has 
also changed. Initially, the GSP 
was seen as an alternative to 
Gatt, whereas now the poorer 
countries are increasingly 
turning to Gatt, seeing their 
future more from freeing their 
markets, than protecting their 
industries. 

But the monetary benefit of 
the EC preference system is 
not negligible: in 1988 GSP 
countries saved a total of 
Eculbn (£690m) on import 
duties on exports worth 
EculGbn. 

The problem is that these 
benefits may have gone to the 
countries that need than least 
By its nature the scheme is 
attractive to countries with a 
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variety of goods to trade, and 
those are the ones that need 
least help. By contrast the very 
poorest countries get only i 
per cent of the benefits from 
the EC system, partly because 
they do not know how to use it 
or even that it exists. 

Indeed, during the years 
when the Opec countries were 
getting rich on oil prices of (30 
a barrel, they were also the 
countries to benefit most from 
special preferences on their 
other exports. More recently 
the Asean members, including 
Hong Kong and Singapore, 
have become the main winners 
under the EC scheme. 

The Commission has also 
looked at the cumbersome 
workings of Its scheme and 
found it wanting. The GSP is 
expensive to run. In addition 
all arrangements are reviewed 
every year, which means that 
an exporter can never plan 
ahead. Moreover, as the duty- 
free arrangements are offered 
only an fixed quantities, these 
sometimes are exhausted in 
the first few days of the year. 


distorting patterns of produc 
tion. The very existence o: 
these limits hits the cotmiriet 
that rely mainly: on one or twe 
products for their export earn 

ings 

The EC is trying to change 
the nature of the GSP to make 
It more compatible with Gatt 
It plans to encourage develop 
ing countries to take part in 
Gatt talks, with a view to 
using the GSP as a way of 
accelerating the introduction 
of lower duties that would 
come about anyway as a result 
of the Uruguay Round. 

- It also plans to make the 
GSP more attractive by extend- 
ing the range of products it 
covers, increasing .the number 
of countries covered to im-hufc 
some of the poorer ones in 
eastern Europe and to make 
the system simpler and clearer. 
The idea is to replace limits on 
quantities with more flexible 
rules that take into account 
the importance of an export to 
a given country and its level of 
competitiveness. 

Benefits should be guaran- 
teed for three years, rather 
than one. The Commission 
hopes that its ideas - Bkely to 
be introduced in 1992 - will be 
adopted by other OECD coun- 
tries- In deed it argues that dif- 
ferences in the schemes offered 
by different countries cannot 
be allowed to persist. 

Despite pessimism among 
some trade experts at the 
chances of improving the 
scheme, everyone recognises ft 
is politically impossible for the 
EC to scrap it. especially when 
ftis being criticised for concen- 
trates too much on eastern 
Europe and too little on devel- 
oping countries. 


success on 

disputes 

mechanism 

By Wiliam Dullforce 
in Geneva 

GATT’s capacity to handle 

trade disputes is almost certain 

to be enhanced at foe end erf 
foe Uruguay Round. 

A new mechanism would 
provide fester examination of^ 
complaints, introduce an 
appeals body and probably 
ensure prompter implementa- 
tion of Gatt rulings. 

A lthough countries are still 
c onsi dering options, the shape' 
of the new mechanism dearly : 
emerges from the report to the 
Trade Negotiations Committee 
fois week by Mr Julio Lacarte- 
Muro, chairman, of the negotia- 
ting group. 

A central issue which: 
remains open Is whether the 
new system would be credOde 
emough to persuade the US to 
stop taking unilateral action 
fading partners under 
Section 301 eff St Trade Act. 
Compelling the US to abide by . 
multilateral trade rules fen 
major objective for- most other 
Participants in theRoimd. : . . . . 
The US says that unilateral - 

action can be contained onfy If 
there are dear rules, enforce- 

t SS u ^L? 5plllte proce*.' 
durrathai eliminate delay and 
opportunities for blockage : : 

Under the scheme outlined'' 
m the Lacarte-Maro report m 
appeals body, comprising?* 
smati number of memters;* 
would be able to uphiofeL mod- 
ify or reverse ralinSitw gK 
mspute panels: ft would have: 

Many countries teethetottu-' 

is agreed that the period of“ - 
time a. country fe 
implementing: »■ <_ 
must be limited. 

Jffrtfon, countries whSTcould 
not agree on imnEemt 
would be subject fo/S 
£? ' ' Process 

^dWaot last mere 

months. . -. .T-v - 

Mr Lacarfe-Mnro 
overall desire", to' 
fjstem wtth torthe 
to ensure swift *= — 

tion. Among th e 
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Experience in 
telecommunications - 
the key for 
getting things moving 
in mobile telephony. 


Building a digital mobile tele- 
phone network is a task which 
breaks down national barriers. 
Not only in the geographical 
sense -because European 
standards must be complied 
with - but in the technical 
sense too. As it involves break- 
ing new ground in technology, 
huge investments are required, 
leaving no scope for trial and 
error. 

To be successful in this area, 
you need a strong partner. 
Someone who has been at the 
forefront of telecommunica- 
tions development over the 
years, turning futuristic ideas 
into reality. Someone who has 
alt the resources and expertise 
required for such tasks. In 
short, someone like Siemens. 

So convincing are our cre- 
dentials that, when it came to 
creating the digital Pan- 
Eurgpean-network, Germany, 
Belgium, Portugal, Austria, Italy 
and Finland all chose Siemens. 


So user-orientated that 
Siemens mobile telephones 
are used in 14 European 
countries. 

In fact so well, even in the 
labyrinth of highly complex 
data management, that 
Siemens switching systems 
serve as an example for intelli- 
gent network technology 
throughout the world. Digital 
mobile telephony has its 
sights set so high that only the 
need to set up calls brings it 
back down to earth. The best 
partner is one who can pro- 
vide good reception every- 
where. A partner who can do 
that now! 


Mobile telephony 
from Siemens. 
Competence knows 
no bounds. 
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UK NEWS 


Miners’ unions 
dispute funds 
from east Europe 

By William Dawkins in Paris and Michael Smith in London 


THE International Miners' 
Organisation 0MO) was yester- 
day refusing to hand over 
£L4m of disputed donations 
claimed as its own by Britain's 
National Union of Mine work- 
ers (NUM). 

“There are no concessions, 
only discussions." said Mr 
Alain Simon, IMO secretary 
general, before going into a 
meeting with an NUM delega- 
tion at a hotel near the Charles 
de Gaulle airport, Paris. 

The meeting came as leaders 
of 9,000 miners in the 
north-east of England con- 
demned the NUM executive for 
its decision last week to take 
legal action action against 
NUM president Mr Arthur 
ScargiH and Mr Peter Heath- 
field, NUM secretary, over 
money donated from the Soviet 
Union and other east European 
countries during the 1984-85 
miners’ strike 

Mr David Hopper, area gen- 
eral secretary, said the dispute 
over the ownership of the £4m 
should be resolved by discus- 
sion with the IMO. Going 
through the courts could 
Involve spending more money 
than the disputed £1.4m. 

In Paris the meeting, 


between Mr Arthur Scargill, 
president of both the NUM and 
the IMO, a four-man NUM dele- 
gation and members of the 
IMO, continued into the early 
evening with little sign of prog- 
ress. 

Earlier Mr Simon repeated 
that the money, frozen in a 
Dublin hank account for the 
past five days, represented 
membership fees and dona- 
tions for use by miners’ unions 
across the world, and not, as 
claimed by the NUM, for the 
sole use of British miners. 

The NUM believes it was 
donated by Soviet and East 
European miners during the 
1984-85 pit strike, for the Brit- 
ish miners’ sole use. Mr Simon 
accused lawyers of manipulat- 
ing the NUM executive com- 
mittee and raamtaingd that the 
cash was a secondary problem. 

Mr Simon argued that the 
IMO had adequate financial 
records and that its members 
— 43 wdniwg nninna In 39 coun- 
tries - had accepted them at 
its last full meeting in Cairo, 
Egypt. But he said he had 
come to the meeting without 
these documents, which he 
was not in any case prepared 
to show to the NUM^ lawyers. 


Car bomb 
in Armargh 
kills four 

THREE RUC officers and a 
Roman Catholic nun were 
killed when terrorists deto- 
nated a landmine - thought to 
conta in 1,000 lb of explosives 
- under a police car near 
Armagh in Northern Ireland 
yesterday, writes Our Belfast 
Correspondent 

The bomb, cme of the largest 
used this year, was detonated 
by a command wire from a 
house overlooking the scene of 
tbe attack, where a family was 
held hostage. The unmarked 
police car was blown over a 
high hedge into a field. 

The mm - the first member 
of a religious denomination 
killed in Northern Ireland 
since the troubles began 20 
years ago - was travelling in 
the opposite direction in a car 
with another woman, believed 
to be a social worker. 

No-one claimed responsibil- 
ity, but detectives blamed the 
republican IRA. 

• Mr Desmond Ellis, wanted 
by British police in connection 
with an IRA bombing cam- 
paign in London In the early 
1980’s, has begun a legal bat- 
tle in the High Court in Dnblin 
against extr a d i tio n to Britain. 

The case of Mr Ellis, 37, Is 
the first to be brought under 
the terms of the Irish Repub- 
lic's 1987 Extradition Act, 
which according to the Irish 
authorities, closed various 
loopholes In the law. 


Opposition politician attacks pace of European union 


By Michael Cassell, Political Correspondent 


TBE present “headlong rush" 
towards European economic, 
monetary and political union 
would result in the destruction 
of democratic self-government, 
Mr Peter Shore, a former 
Labour Cabinet minister, 
claimed yesterday. 

Mr Shore, whose views on 
European development are 
shared by a significant number 
of MPs in the opposition 
Labour party, told a meeting of 
the Bruges Group in London 
that the European Community 
had to be based on the willing 


co-operation of sovereign states 
and not upon the creation of a 
European super-state. 

He warned that the Delors 
proposals for economic and 
monetary union would leave 
nation states unable to make 
the key economic decisions 
that affected national life. 
Power would pass to a Euro- 
Fed bank, a committee of gov- 
ernors of central banks and to 
the European Commission. 

Mr Shore, who said that 
Labour’s pre-conditions for 
entry to the exchange rate 


mechanism of the European 
Monetary System were 
unlikely to be met at present, 
said the drive towards eco- 
nomic and monetary union had 
little do with economics and 
was primarily politically moti- 
vated. 

He added: “The European 
federalists will pursue any 
objective, provided it achieves 
two basic aims: it weakens the 
powers of their elected govern- 
ments of the nation states and 
it strengthens the powers of 
the European institutions. 


whether elected or not.” 

He said the federalists 
wrongly believed the best way 
to tether a powerful, united 
Germany Into Europe was for 
all countries to embrace eco- 
nomic, monetary and political 
union. “They are wrong, ff 
there is one thing guaranteed 
to increase the relative power 
of the German economy in 
Europe, it is EMU." 

Mr Shore also criticised Sir 
Leon Britten, the EG Commis- 
sioner for competition policy, 
when he asked whether Britain 


wished to be-pttt of'« Euro- 
pean monetary zone,"wiricirit 
could influence, or part of a 
D-mark zone over which it had 
no controL He said Sir Leon 
had posed an “absurd? dunce, 
leaving out the option of Join- 
ing neither the ERM nor EMU. 

He acknowledged that the 
momentum behind the drive ■ 
for European union waa gotog 
to be very hard to resist, . . tat 
sa id Britain would and should 
withstand all such pressures in 
the interests of its fiiture as a 
democratic nation. 


Breathing space for PowerGen purchaser 

David Thomas considers Hanson’s possible plans for an electricity generating concern 

A NYONE buying Power- ish Coal, as part of the elabo- stressed that PowerGen would pany’s management is under- heavy capital Spending^ pro- 

Gen, one of the two rate transitional arrangements be free to buy coal where it stood to be aiming to shed gramme. Mr WakeBpm samba 

electricity genera tine nut in nlace hv the Govern- wants, once the three vear non- 1.000 fobs over the next three Monday any ownes must 


A NYONE buying Power- 
Gen. one of the two 
electricity generating 
companies in England and 
Wales heading for privatisa- 
tion, will have three years in 
which to get the company into 
shape. 

That thought will not have 
escaped the senior executives 
of Hanson, the industrial con- 
glomerate, when they first told 
the Department of Energy of 
their interest in buying Power- 
Gen a few weeks ago. 

PowerGen and National 
Power, its larger rival, were 
obliged to sign three-year con- 
tracts to take the great bulk of 
their coal from high-cost Brit- 


ish Coal, as part of the elabo- 
rate transitional arrangements 
put in place by the Govern- 
ment to usher the industry 
into the private sector. 

Mr John Wakeham, Energy 
Secretary, told the Commons 
on Monday that a private pur- 
chaser of PowerGen would 
have to Inherit its contractual 
obli ga ti on s, including its coal 
contract 

Since its coal bum accounts 
for about 65 per cent of Power- 
Gen's costs, Hanson - or any 
other owner of Power- 
Gen - will have limited scope 
for tackling this huge chunk of 
costs in the first three years. 

However, Mr Wakeham also 


stressed that PowerGen would 
be free to buy coal where It 
wants, once the three year con- 
tract runs out 
PowerGen has told the Com- 
mons Energy Committee that 
it expects its use of British coal 
to foil from its present 25m 
tonnes a year to about 20m 
tonnes by 1998. 

Hanson, with its experience 
of the international coal mar- 
ket, might accelerate this pro- 
cess. Several of PowerGen's 
larger coal stations could he 
supplied by imported coal 
In the shorter term, costs 
could be squeezed out of Pow- 
erGen by shrinking its 9,125- 
strong workforce. The com- 


Artists choose their tods 
to match their creative ideas. 



Now, there's a way for home- 
video enthusiasts to shape their 
creative ideas in exactly the form 
they desire. Because the new 
Hitachi compact S-VHS video 
movie has Professional Automatic 
Exposure for a truly versatile choice 
of seven automatic and manual 
operating modes. 

In Auto mode the new . 
VM-S83E automatically sets the 
optimum focus, aperture, shutter 
speed and white balance P mode 
helps reduce blurring, and PS mode 
is designed specifically for crisp shots 
of sports and other fast-moving 
action. In PD mode depth of field 
is enhanced to focus dose and 
distant subjects clearly, while in 
aperture-priority D mode a sharply 
focused foreground subject can 
be made to stand out against ’soft- 
focused* background elements just 
like in the films. 



To capture a fleeting moment 
with absolute clarity, S mode auto- 
matically adjusts aperture to match 
the shutter speed selected, up to a 
remarkable 1/10000 sec. And for 
enhanced creative effects like never 
before, the VM-S83E also has full 
manual M mode. 

The amazing flexibility of the 
VM-S83E reflects Hitachi’s approach 
to designing quality products. We 
are committed to offering state-of- 
the-art technology in dependable 
products with versatile, easy-to-use 
functions. So users of our products 
always have at their disposal the 
tools they need to give form to their 
creative ideas. 

Quality: it's a state of mind. 


^HITACHI 

HhaeM Sales CU.KJ Ud. 

Hitachi Heus& Stolon Road, hm 
MM kflBso UB34QR 
Phono: 01-8480787 
Fam 01-861 *585 


pany’s management is under- 
stood to be aiming to shed 
LOOO jobs over the next three 
to five years, but some City 
analysts believe there is scope 
to lose twice that number. 

PowerGen’s headquarters in 
Birmingham appears vulnera- 
ble to a Hanson-style manage- 
ment PowerGen is currently 
planning to close some of its 
older coal-fired stations, 
though the closure pro- 
grammes might be accelerated. 

Some analysts would be sur- 
prised if any of PowerGen's six 
operational stations built 
before 1960 were operating in a 
few years. A new owner of 
PowerGen will also inherit a 


BRITAIN IN 
BRIEF 



Defence 
spending 
could halve 

Britain could cut its defence 
spending by 50 per cent in real 
terms by the end of the 
century and still retain 
adequate forces to meet its 
defence commitments if the 
Soviet military threat to 
Western Europe continues to 
decline, according to an 
independent report. 

The report, published today 
by the Saferworld Foundation 
to coincide with an important 
Cabinet meeting and a 
“probable” announcement in 
the House of Commons on the 
fixture of Britain’s armed 
forces, recommends 
substantial cuts affecting all 
three services. 

It estimates that the 
proposed cuts would allow the 
UK to reduce the proportion 
of its GNP devoted to defence 
from nearly 4 per cent today 
to about 1.6 per cent by the 
year 2,000. 

Cuts Of thin could 
produce “a peace dividend'' 
of more than £6Gbn over the 
next decade. 


Sea may cause 
infections 

Bathing in the sea off Britain's 
coast is likely to cause 
gastroenteritis, inflammatio n 
of the ear, nose and throat 
and some skin Irritations. 


heavy capital Spending pro- 
gramme. Mr Wakespm said -on 
Monday any ownfis. must, 
“carry out certain expenditure 
on environmental plant.” 

PowerGen is keen to Invest 
in the new wave of gas-fired, 
power stations, which are envi- 
ronmentally friendly and rela- 
tively cheap. City opinion is 
divided on how a Hanson pur- 
chase would, affect this aspect 
of PowerGen's plans. Os one 
hand, PowerGen would be able 
to call on the resources of a 
larger group in fina ncin g the 
new stations. On the other 
hand, Hanson might subject 
such proposals to tougher scru- 
tiny- 


service, a National Audit 
Office report says today. 

The report says that tiered • 
services, with separate crews 
and vehicles handling accident 
and emergency work, are most 
likely to provide benefits in 
metropolitan areas with high 
population density. 

Experience showed that - 
these benefits included lower . 
costs per patient journey and 
faster despatch of ambulances 
to emergencies. 

Britain’s ambulance services 
cost about £400m a year to 
run. Career breaks. Page 8 


Rail telecoms to 
be upgraded 

British Rail plans to Invest 
up to£400m to upgrade its 
telecommunications network 
over the next five years. 

The investment is part of 
an attempt to compete with 
British Telecom and Mercury 
Communications. 

BR Telecom wishes to act 
as a “carrier’s carrier”, 
providing access to its 
infrastructure for other 
telecommunications operators 
such as cellular companies, 
cable TV companies and 
re-sellers. 

• British Rail is to enter a 
joint venture with the private 
sector to introduce the 
“piggyback" method of 
transporting road freight by 
rail to the UK. 

'Hie Joint venture, called 
Charterail, is to be 22 per cent 
owned by BR, 15 per cent by 
the engineering group GKN, 
and 63 per cent by City venture 
capital organisations. 


BBC ‘not 
paranoid’ 

The BBC will not become 
“paranoid” about television - 

ratings in an age of intense 
competition for audiences Mr 
Mar m ad n he Hussey, the BBC . 
c hairma n, said yesterday, 
_He told the American 
Chamber of Commerce in 



have saved money and 
improved the quality of 


***Wcts it to 
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Europe, 
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As every small child will tell you, to be hoisted 
aloft onto a parent’s shoulders is marvellous. 

To see a blanket of heads instead of a 
forest of legs Is a liberating experience. 

Such is the feeling you get driving a Range Rover. 

Where once all you saw was the hedge, you can 
now witness the fields beyond. 

Instead of staring at the back of the car in front, 
you can see what lies ahead. And rather than feeling 
hemmed in by the traffic, you can enjoy a sense of being 
separated from ft all 

There are practical advantages, too. 

When judging whether or not it’s safe to overtake, 


:I LAND- 
-ROVER 


you can see any oncoming cars more dearly. When parking, 
you have a bird’s-eye view of the spaces you 
manoeuvre in and out of. 

And when simply driving along, you can 
see every sign, every pedestrian and every other road 
user more easily. 

The luxury of height is complemented by the 
height of luxury. 

Inside the air-conditioned Vogue SE you’ll find 
a fascia adorned with burr walnut, sumptuous seats 
upholstered with Connolly hide, and electrically op- 
erated features everywhere. 

Also standard on the Vogue SE is the world’s 


most advanced four-wheel drive ABS braking system, 
which prevents wheel-lock in the worst conditions, on 
any combination of surfaces. 

Powering you will be either the 2.5 litre Turbo Diesel 
or the new 3.9 litre petrol engine. 

Where appropriate, the latter will takeirou to 60 
mph in under 10 seconds and then on to a maximum 
speed of 111 mph: 

Plenty fast enough, although not as fast as some 
other cars you may have driven. 

' But then, you’ll be above all that, won’t you? 




LAND ROVER, LODE LANE, SOUHULL ENGLAND B92 8NW. TELEPHONE: 021 722 2424. ‘MANUFACTURER'S DATA. 
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UK NEWS 


Health Service 
to allow workers 
career breaks 


By Lisa Wood, Labour Staff 

THE NATIONAL Health 
Service, Britain’s largest 
employer, announced yester- 
day that its doctors, nurses 
and other workers will be able 
to take career breaks of up to 
five years. 

The aim Sa to retain staff, 
particularly women, who want 
to leave the service temporar- 
ily in order to bring up a Cam* 
fly or care for elderly relatives. 

Career breaks have started 
to be introduced Into several 
areas of British commercial 
and lifp as employ- 

ers’ grapple with demographic 
trends and the contracting pool 
of young recruits. Many 
schemes however have only 
applied to women judged to be 
“high-flyers.” 

The NHS scheme announced 
yesterday by Mrs Virginia Bot- 
tomley, the Health Minister, 
will apply to all NEBS workers 
who want to take time off 
because of domestic commit- 
ments. The leave, however, 
cannot be used for a world- 
wide trip or a job with another 
employer. 

Mrs Bottomley said: "The 
NHS, like every employer in 
the country, is facing fierce 
competition for skilled employ- 
ees as the number of school 
leavers continues to de cline. 

“We have repeatedly 
stressed how important this 


makaa it to trained and 
dedicated staff and attract 
hafi ft those who have left - es- 
pecially women with family 

responsibilities. 

“These axe not only mothers 
with young children, but also 
some of those with elderly or 


pie are the human capital of 
the service - we cannot afford 
to squander it.” 

The agreement has been wel- 
comed by health service trade 
unions it was negotiated in 
the General Whitley Council 
and co ve rs England, Wales and 
Scotland. It is intended to help 
local managers to develop their 
own staff recruitment, reten- 
tion and returner strategies In 
the light of local need. Staff 
taking advantage of the 
scheme will receive no retainer 
foe or pay unless they return 
to work temporarily during 
their break. 

The agreement also recog- 
nises that staff would expect to 
return to “broadly similar 
duties” and pay but no guaran- 
tees are made of old jobs. 

The Royal College of Nurs- 
ing said that although the 
career break was for both men 
and women they would be par- 
ticularly good for women who 
would be able to have more 
flexible career or family 
choices. 


Reed International shares 
fall after profit warning 

By Maggie Urry 


SHARES of Reed I n ter na tional, 
the publishing group, fell 32p 
to 433p after the chairman 
struck a note of caution at yes- 
terday's animal meeting . 

Mr Peter Davis, rh airman, 
told shareholders Reed would 
still produce record profits 
before tax in its current year, 
despite adverse factors such as 
the strength of sterimg. 

In the year to March 1990 
Reed’s profits were £276m 
before tax and exceptional 
items and £302m including 
exceptional profits, which 
mainly related to p ro p er ty . 

Reed spans business publish- 


ing in Europe and the US, con- 
sumer publishing and books. 
Mr Davis said three external 
factors were affecting current 
trading. The first was a weak- 
ening of business confidence in 
the UK which was adding to 
existing pressures cm advertis- 
ing and the consumer-linked 
businesses; secondly, the 
strength of sterling was affect- 
ing the translation of profits 
from the US business, which 
now accounts for 40 per cent of 
prop revenue; and, thirdly, 
there was unlikely to be any 
exceptional profits this year. 
Lex, Page 14 


Labour commits itself to a high-speed rail link 


By Richard Tomkins, Transport Correspondent 


MR JOHN Prescott, the 
opposition Labour Party’s 
spokesman on transport, yes- 
terday attempted to seize the 
political initiative on transport 
by committing a Labour gov- 
ernment to the development of 
a UK high-speed rail network. 

On taking office, Mr Prescott 
said. Labour would immedi- 
ately establish an independent 
Commission of Inquiry to 
examine Britain’s railway net- 
work and come up with] 
als for establishing 
links between the 
the Channel tunnel linking 
Britain and France. 

He said Labour would ask 
the commission to look at the 
feasibility of using new and 
existing lines to create a route 
from the tunnel to Scotland at 
an estimated cost of £5bn. 

Mr Prescott’s proposals 
appear aimed at capitalising on 



the widespread perception that 
Britain's public transport infra- 
structure is lagging behind 
that of comparable countries 
w the Continent 

The only high-speed line at 
present proposed for Britain Is 
the mien-delayed link between 
London and the Channel ttm- 
neL This went back to the 
drawing board in June when it 
ran Into farther problems over 

Mr Prescott accused the Gov- 
ernment of prevarication and 
lack of vision over inv estment 
in public transport, saying 

Rrmiin was in Hangw of enter- 
ing the 21st century with its 
trains running at soeeds 100 
mph below those of France’s 
train a grande vitesse. 

“High speed transport trans- 
port is crucial to overcome the 
geographical disadvantage of 
Britain on the periphery of 


Europe,” he said. 

Labour’s suggested line 
would follow a new, dedicated 
high-speed route from the 
Channel tunned to London 
King’s Cross north of the 
Thames via North Kent and 
Ashford. Beyond London, 
another dedicated route would 
run from London to Rugby in 

central England. 

From there, farther fresh 
track could parallel the M6 
motorway to Manchester in 

north west- England. 

The route would then follow 
new or existing tracks across 
the Pennines before joining the 
East Coast wmin line south of 
York. 

Mr Prescott said one way of 
financing the project would be 
to relax Treasury constraints 
on British Bail's ability to tap 
tiie financial markets, so free- 
ing it to raise funds In the 


same way as Continental rail- 
ways. 

But in a departure from pre- 
vious Labour policy, Mr Pres- 
cott said a more attractive ave- 
nue might be to seek private 
sector involvement by setting 
up a consortium similar to the 
BR/Trafalgar House/BICC ven- 
ture which recently failed in 
its bid to build the Channel 
tunnel link. 

Mr Cecil Parkinson, the 
Transport Secretary, con- 
demned Labour’s plans as 
“hugely expensive and almost 
certainly hugely uneconomic.” 

He said that allowing BR to 
copy the French and West Ger- 
man example by borrowing 
from the private sector would 
risk the build-up of vast debts 
that would later have to writ- 
ten off at the taxpayer’s 
expense. 



Breaches by 
securities 
firms rise 

By Richard Waters 

DISCIPLINARY action against 
UK securities firms rose 
sharply last year, according to 
the annual report of The Secu- 
rities Association, which 
stressed that this did not 
reflect a decline in standards, 
but the fact that the Financial 
Services Act regime was not 
fully in force before. 

Publishing its annual repo rt 
for the year to 24 Marph . 
main regulator for the securi- 
ties industry said it had issued 
110 warnings to its L008 mem- 
bers over breaches of its rules, 
compared with only 36 warn- 
ings the year before. This does 
not mean that more than one 
firm in 10 has been censured, 
since many midemeanours 
involve more than warning, it 
said. 

In addition, the number of 
formal directions (a more seri- 
ous step than a warning) dou- 
bled from seven to 14, while 
protective intervention orders 
(preventing a firm from con- 
ducting business) doubled from 
three to six. The number of 
settlements (where firms are 
reprimanded or fined) rose 
from six to ninn. There were 
two disciplinary tribunals, 
compared to none the previous 
year. 


CAA hints at risks from airline mergers 


By Paul Abrahams 

THE growing trend towards 
crossborder links and mergers 
in the nintm* industry could 
lead to a few mega-carriers 
dominating services in Europe, 
the Civil Aviation Authority 
(CAA) hinted yesterday. 

Sir Christopher Tugendhat, 
chairman of the CAA, said 
there was a risk that unless 
there was continuing regula- 
tion of European mergers, the 
existing domination of national 
markets in Europe would be 
replaced by concentration on a 
Community-wide scale. 

Sir Christopher admits in tbe 
CAA’s annual report published 
yesterday, that the organisa- 
tion’s existing staff have been 
serverely stretched in carrying 
out its capital investment pro- 
gramme. It is planning to 
recr uit p roject managers from 

The CAA also plans to take 
on 240 cadet air traffic control- 
lers a year to meet demand cre- 
ated by a 6 per cent growth in 
air traffic in the UK last year, 
despite a downturn in charter 
traffic. 

The number of passengers 
using UK terminals in the year 
to March 31 increased from 
949m In 1988 to more than 
100m in 1989, demonstrating 
tiie strong growth in scheduled 
sector. 

London’s Heathrow Airport 
broke the record for its busiest 
day on June 30, August 25 and 



Sir Christopher Tugendhat: voicing 


over European mergers 


again on March 25 1990, when 
1,162 movements were handled. 
On June 29, a new peak was 
set at L230 movements. 

To meet the increase in traf- 
fic the CAA invested about 
£80m in new equipment and 
facilities last year. It plans to 
invest £80m this year mid more 
than £10Qm a year from then 
on, subject to Government 
approval 


The CAA is also Investing in 
human resources to manage 
traffic growth. The average 
delay on charter flights fell last 
year at airports such as Lon- 
don Gatwick (from 42 to 36 
minutes), Manchester (from 32 
to 28 minutes) and at Birming- 
ham (from 23 to. 20 minutes). 
Average delays on scheduled 
flights increased from 18 to 19 
minutes. 


Tbe ntnnber of air-misses on 
commercial aircraft dropped 
from 92 to 85 last year. 

Tbe CAA report also said air 
tinea are failing to refund pas- 
sengers they have overcharged. 
Problems arose when airimea 
implemented fare increases 
before they were officially 
approved, said Mr Clifford 
Paice. CAA economic regula- 
tion director. 


EC research 
funds used 
‘against’ 

UK interest 


By John Anthers - 

A HOUSE of Lords Committee 
said yesterday that the ;UK 
Treasury’s handling of the 
EC’s funds for research and 


the national inte rest and the 
needs of industry.” . . 

The priorities of scientific 

researchers working on envi- 
ronmental problems, large-: 
scale projects which are too 
costly for one nation alone to 
support, and schemes, needed, 
for the introduction of com- 
mon standards after the east: 
pletion of the single market, 
could be distorted, tiie report 
on the European Community . 

says- • - - : - 

It adds , that the Treasury 
treats the allocation of -.funds" 


as an 

“as if it were a matt er solely 
for WhitehalL" The committee 
fhmfcg that all problems of UK 
relations to the EC legi slative 
machinery should be scrutin- 


ised by Parliament 
The Lords also complain. . 
that the Treasury’s sys tem jg : 
not independently monitored, 
and ♦'ha* the methods used by 
other countries to attribute 1 
funds have not been studied by 
officials. All EC funds are sup- 


posed, Community law, 

to be in addition to; public' 
expenditure, and not in : Heu Of -, 
it Extra funding from Europe 
should not lead to an overall 
cut in public expenditure. . 

The Treasury told the com- 
mittee that only between '30 
and 35 per cent of EC funding 
is truly addttlonaL The Lords 
say that no evidence was given 
to s up port this assertion, and 
add that the figure seems - 
“completely arbitrary" unless 
evidence is produced. They 
add that this percentage is 
“clearly far too low." 

The report suggests that If 
universities and private sector 
researchers obtaining funds' 
from the EC then suffer a cut 
in their XJK public funds, the 
system amid "lead to a distor- 
tion in the priorities of the sci- 
entific community.” 

It also- criticises tiie Euro- 
pean Commission's "cumber- 
some and' bureaucratic” proce- 
dures. .• 

• A Community Framework 
for R & D. Select Committee on 
the European Communities. 
Published by BMSO, £J&4SneL 
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“JK N ELIGIBLE PLACE FOR THE 
RENDEZVOUS OF A FLEET". 

M aso kept Captain beau- 

port THE FIRST WRITTEN RECORD 
OF KALEICOY IN 1812. HE ALSO VI- 
VIDLY DESCRIBED THE WALLS, 
DOORS AND STAIRWAYS HE SAW 
A FEW METERS BELOW THE CRYSTAL 
SEA AND THE MONUMENTAL TOMBS, 
THE "SARCOPHAGI" SCATTERED 
OVER THE HILLS OR STANDING UP IN 
THE CALM WATERS. NOTHING HAS 
CHANGED SINCE THEN. ONLY 
TODAY, WE KNOW THAT WHAT 
THRILLED THE CAPTAIN ONCE ARE 
THE REMAINS OF THE LYCIAN CITY 
OFSlMENA BUILT 2500 YEARS AGO. 

Our “Discover Turkey" program 
WITH 3 DOMESTIC STOPOVERS FOR 
$ 1 1 9 AND 5 STOPOVERS FOR S 1 89 
IS THE BEST WAY TO DISCOVER 
MORE OFTHE WONDERS OF TURKEY. 
THE ONLY LAND WHERE YOU CAN 
SAIL THROUGH A TIME TUNNEL. 





TURKISH AIRLINES 


Discover Turkey 
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Residential Property 

Securities No. 1 PLC 

£200,000,000 

Mortgage Backed Floating Rate Notes 2018 
Notice of Partial Redemption 

S.G. Warburg fic Co. Ltd. announce that Notes for the nominal amount of £18,800,000 have been 
drawn for redemption on 22nd August, 1990, in accordance with Oause 5(b) of the Terms and 

Conditions of the Notes. 


Tbe distinctive numbers of tbe Nona drawn, are as follows: — 


12 
149 
287 
42 6 
564 
702 
841 
979 
1117 
1256 
1394 
1532 
1670 
1809 
1947 


22 

160 

298 

436. 

575 

713 

851 

990 

1128 

1266 

1404 

1543 

1681 

1819 

1958 


32 

170 

309 

447 

585 

724 

862 

1000 

1139 

1277 

1415 

1553 

1692 

1830 

1968 


43 

181 

319 

458 

596 

734 

873 

1011 

1149 

1287 

1426 

1564 

1702 

1841 

1979 


53 

192 

330 

468 

607 

745 

883 

1022 

1160 

1298 

1436 

1575 

1713- 

1851 

1990 


64 

202 

341 

479 

617 

756 

894 

1032 

1170 

1309 

1447 

1585 

1724 

1862 

2000 


75 

213 

351 

490 

628 

766 

904 

1043 

1181 

1319 

1458 

1596 

1734 

1873 


85 

224 

362 

500 

639 

777 

915 

1053 

1192 

1330 

1468 

1607 

1745 

1883 


96 

234 

373 

511 

649 

787 

926 

1064 

1202 

1341 

1479 

1617 

17J6 

1894 


107 

245 

383 

522 

660 

793 

936 

1075 

1213 

1351 

1490 

1628 

1766 

1904 


117 

256 

394 

532 

670. 

809 

947 

1085 

1224 

1362 

1500 

1639 

1777 

1915 


128 

266 

404 

543 

681 

819 

958 

1096 

1234 

1373 

1511 

1649 

1787 

1926 


139 
277 
415 
SS3 
692 
830 
968 
1107 
1245 
1383 . 
1522 
1660 
1798 
1936 


On 22nd August, 1990 there will become due and payable upon presentation nf .Nom- A 

redcmptioQ, tbe principal amount thereof, together with accrued interest to said - 

S.G. Warburg & Co. Ltd. 

2 Finsbury Avenue, London EC2M 2PA 
or one of the other paying agents named on the Notes. 

Interest will cease to accrue on tbe Notes called for redemption on and after 77 nA a ’ ' 

Notes so presented for payment should have attached all Coupons maturing 

£18 1,200,000 nominal amount of Noras will remain outstanding after 22nd Angus; l99oi! '• 
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In 1990 the Leipzig Fair 
—centre of international 
and East-West trade— 
celebrates its 825th 
anniversary. 

This year's Fair comes 
at one of the most 
significant times in 
its long history. 

Get the facts into 
focus at Leipzig and 
keep pace with this 
unprecedented degree 
of change and 
opportunity. 

fan* cards and further 
Information may be 
obtained from Mika Dillon. 

UK. Representative al 
Leipzig Fair Agency in 
Great Britain, Suite 3. 1st Floor. 
Oueensgate Centre. Omen Road, 
Grays. Essex RM17 50J. 
m- Grays r0375) 392222 
Tata* 895950 
Fax 392929 



LEIPZIG 
' fair 

German Democratic Republic 
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Civil ban on DIY Sunday trading 
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STOKE-ON-TRENT CITY 
COUNCIL t-B A Q AC 
NORWICH CITY COUNCIL v B 
&QFLC 

Chancer; Mon: Mr Justice 
Hoffmann: ■ 

July 18 1990 



UK SUNDAY trading legisla- 
tion compiles with EC taw 
because It has the lagitimfcie 
soeto-cultnral purpose of 
Ixumrbig that most shop work- 
ers have a day off on Sunday; 
and because the legislature's 
reasonably tenable view Is 

that any resulting restriction 
on EC hnpo tte is not dispro- 
portionate to tire Importance 
of achieving that purpose, ami 
that it eotiU not be achi e ve d 
by other means with las hin- 
drance to trade. And the dvll 
court may grunt injunctions 
prohibiting do-it-yourself 
shops thud opening on Sun- 
day, if Chat is the only effec- 
tive way to stop their system- 
atic iHfnihmi breaches of the 
law. 

Mr Justice Ho fltaantt so held 
when granting Stoke on Trent 
City Council and Norwich City 
Council injunctiora to restrain 
B & Q pic from Sunday trading 
in Hanley and Norwich. 

Section 47 of the Shops Act 
1950 provides: "Every shop 
shall, save aa otherwise pro- 
vided ... be closed for the 
serving of customers on Sun- 
day". 

Article 30 of the Treaty of 
Rome provides: "Quantitive 
restrictions on i m pa rt s and all 
measures having equivalent 
effect shall ... be prohibited 
between members states”. 


HIS LORDSHIP said that the 
local authorities sought injunc- 
tions to restrain B & Q from 
contravening section 47 of the 
Shops Act 1950 by opening 
do-it-yourself shops in Hanley 
and Norwich on Sundays. 

Section 47 made Sunday 
trading a criminal offence pun- 
ishable by fine. B & Q said 
section 47 was unenforceable 
because it infringed article 30 
of the Treaty of Rome. 

The Treaty of Rome was the 
supreme law in the UK taking 
precedence over Acts erf Parlia- 
ment. it was the function of 
the European Court to inter- 
pret the Treaty, end for 
national courts to apply it. In 
applying the Treaty as inter- 
preted by the Court, the 
national court must not tres- 
pass on questions which were 
for democratic decision in Par- 
liament. 


Section 47 provided that 
shops should be closed for the 
serving of customers cm Sun- 
day, except for transactions 
mentioned in Schedule 5 to the 
Act Schedule 5 permitted Sun- 
day sales of such goods as 
newspapers, (lowers and con- 
fectionery. Article 30. of the 
Treaty prohibited quantitive 
restrictions on imports and "all 
measures having equivalent 
effect" between member states. 

B & Q said that the prohibi- 
tion on Sunday trading was a 
measure having "equivalent 
effect" to a quantitive restric- 
tion on imports because enforc- 
ing the lpw caused a net fall in 
turnover, Including on sales of 
imported goods. 

In 1988 B & Q raised the 
article 30 defence in a prosecu- 
tion by Torfaen Borough Coun- 
cil before the Cwmbran magis- 
trates. The magistrates made a 
reference to the European 
Court. They requested a pre- 
liminary ruling os to whether a 
prohibition on Sunday trading 
which hod the effect of reduc- 
ing sales and imports, was a 
measure having equivalent 
effect to a quantitive restric- 
tion on imports within article 
30. 

The Court recalled that in 
Cinetheque [19851 ECR 2605 it 
had held that a restriction 
applicable to domestic and 
imported products alike was 
not compatible with the princi- 
ple of free movement of goods 
“unless any obstacle to Com- 
munity trade thereby created 
did not exceed what was neces- 
sary In order to ensure the 
attainment of the objective in 
view and unless that objective 
was justified with regard to 
Community law". 

It said rules relating to the 
opening hours of retail prem- 
ises reflected political and eco- 
nomic choices in so far as their 
purpose was to ensure that 
working hours were so 
arranged as to “accord with 
national or regional sociocul- 
tural characteristics”, and 
were a matter for the member 
states. It said the question 
-whether the effect of specific 
nstinn.il rules remained within 
the limit of what was neces- 
sary to achieve the aim was a 
question of fact to be deter- 
mined by the national court. 

Its reply to the Cwmbran 
magistrates was that the 
article 30 prohibition “does not 
apply to national rules prohib- 
iting retailers from opening 
their premises on Sunday 
where the restrictive effects 
on Community trade which 
may result therefrom do not 


exceed the effects Intrinsic to 

rules of that kind". 

The effect of Torfaen, in the 
light of developing jurispru- 
dence relating to article 30. 
was tolerably plain. 

The Court decided that tho 
validity of the English Sunday 
trading law depended on the 
answers to two questions: (t) 
did the law pursue an aim 
which was justified with 
regard to EC Jaw? (2) Did the 
effect of the law exceed what 
was necessary to achieve the 
end in view? The court itself 
had answered the first ques- 
tion. It was plain that the pur- 
pose of section 47 was to 
arrange shop hours to accord 
with the “regional socio-cul- 
tural characteristic" by which 
people generally did nut work 
on Sundays. 

With regard to the second 
question, it was plain that the 
Court regarded the case as gov- 
erned by Cinetheque. 

EC law applied a require- 
ment of “proportionality" to all 
trade restrictions - “You must 
not use a steam hammer to 
crack a nut if a nutcracker 
would do" (Goldstein [19831 1 
WLR 151,155). if the court was 
satisfied on the basis of judi- 
cial notice that the require- 
ments of proportionality had 
been met, there was no need 
for the prosecution to adduce 
oral or documentary evidence, 
judicial notice included mat- 
ters of a public nature such as 
history, social customs and 
public opinion. 

The aim of section 47 was to 
ensure that so far as possible 
shopkeepers and shop assis- 
tants did not have to work on 
Sunday. That view was sup- 
ported by parliamentary his- 
tory and subsequent judicial 
comment. 

Section 47 was derived from 
the Shops (Sunday Trading 
Restrictions ) Act 1936. which 
originated in a private mem- 
bers' bUL Its sponsor painted a 
picture at other workers spend- 
ing summer Sundays going 
into the country, returning 
with fruit and flowers, and 
shop workers denied those 
delights. Someone had to sell 
the fruit and flowers. Cafes 
selling light refreshments had 
to be able to stay open. 

That kind of reasoning, 
based on necessity and tradi- 
tion, produced the list of 
excepted items now reproduced 
in Schedule 5 to the 1950 Act 

This was a case of a sover- 
eign legislature acting to fur- 
ther what the European Court 
had held to be legitimate 
objectives. It was subject 


only to a requirement that 
the measure should not be dis- 
proportionate to the Impor- 
tance of its objective. 

It was not the court's func- 
tion to carry out the balancing 
exercise of proportionality or 
to form its own view on 
whether the legislative objec- 
tive could be achieved by other 
means (sec article 5 Directive 
70/50 December 22 19691. The 
court's duty was only to 
Inquire whether tbc compro- 
mise adapted by the UK Parlia- 
ment so far as it affected EC 
trade, was one which a reason- 
able legislature could have 
reached. 

In passing the 1936 Act and 
in refusing to accept modifica- 
tions since that date. Parlia- 
ment must be taken to have 
drcldcd that the objective iff 
preventing shop workers from 
being or feeling under eco- 
nomic pressure to work on 
Sunday was sufficient to out- 
weigh inconvenience to people 
who wanted to shop or work, 
or any loss of trade for the 
economy as a whole. 

Whether or not the court 
agreed with that view, it was a 
view capable of forming a 
rational basis for legislation. 

The criteria for grant of an 
injunction by the civil court in 
a criminal matter were: (1) the 
jurisdiction was to exercised 
exceptionally and with great 
caution; (2) there must be 
something more than mere 
infringement of the criminal 
law; (3) there must be an infer- 
ence that the defendant's 
unlawful operations would 
continue unless restrained by 
law. and that nothing short of 
on injunction would be effec- 
tive to restrain them. ( City of 
London 0 Bonis (1988) 86 LGK 
660.681) 

The court was not dealing 
with casual offences but with a 
profitable business which owed 
a great deal of its success to 
systematic breaches or thu law. 
That made the case exceptional 
and showed that continued 
criminal prosecution was not 
likely to be effective to secure 
compliance. 

In the absence of assurance 
or undertaking, the local 
authorities were entitled to 
injunctions. 

For the local authorities: Stuart 
Isaacs and Neil Calver (Sharpe 
Pritchard) 

For B & Q: David Vaughan QC, 
Gerald Barling. Nicholas 
Davidson and David Anderson 
(Hephcrd Winstanley & Pugh) 

Rachel Davies 

Barrister 
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Cortf ad 

Tho relief sought i* a money (urigenwal 


Attorneys for Pt»rrtrtf(t' 

Once end Pool Office Adorns 
FRELHtLL. HOGAN i MAHAR 
DO Pine Street. 

Now Toni. New York lOuOS 


upon vou> failure to app*a>. ludowrwnf wiD 
b* Men agamer you by defaun for me awn 
Of 11B.H 8-00 with Merest Irora Jure a. 1BB0 
and me costs of mm action 


BETA SEEDS LIMITED 


NOTlC£ O Ht«BY OWN. pursuant Id Sec- 
tion 4 kzi at me Mdtwicy Act tue. met a 
meeting of me unsecured creditors of m« 
above named company sin be held ta Taf- 
tors Maei House, Foregete, Telford Centre, 
Tartord, Stir opanfes on 3 August itM at TO 00 
era tar me purpoee of twine laid Galore it a 
copy of The report prepared by me admlrM- 
tretae receivers under Section 4 of mo said 
Act Tim mealing may. a K titinka M. aatab- 
um a comeiRee id ewetae fte fanctions 
conferred on crednor*a oornminae ten or 
under me Act 


Creditors are only ommed to vora It 


(a) tbey have detvered to us ai the address 
anown beta*, no lamr men noon on T 
AvguM ibw, wr men d ta le of tint debts 
may claim to be due to men Iren mo 
company, end Hm claim has been duly 
admitted under die provtaena of Hide 
311 of the Insolvency Rides igaa; and 




Ibere has been looped with us arty 
pro*y wtticti me creditor Intends to be 
■sea aa eia or tar Henan. 


neasa nominal tha original prosy signed by 
er on bahati at ma credUora must be lodged 
•* me address mentioned, photoc o pies 
(inducing taxed copies) ere not acceptable- 


19 July 1930 


Ian N Camnhers end Jam F PowMH 
Jam Adeunuariatve Recemre 
Cork Gully, 

43 Temple Row, 

Blnnlngnain H2 SJT 


COMPANY NOTICES 


NOTKE TO HOLDERS OF EUROPEAN DEPOSITARY RECEIPTS (EDRsfiN 
nONEER ELECTROMC CORPORATION 
■na Moaned flue Ptanem Etaarorte Ccaporatton has paid a dMdand la 


EDR 


Mt*n of mcDnf 31tf Kerch. ittBof Yen TO par Yen SO Share o< CdrittaTsiocfc. and me 
Oapoaltary has comm me m amour* aaar deduction of Apnea* taftadtog l»ea boo 
UnlMd States Dotes. 

EDR Haidars may note preaertCotpon No. 8 for payment. 

Ptiymrt of me dMSnfiahb a isxvrtfthottng ta> Is aufafadto ftio^tbytimOtportaryiir 
ta Agora d a vafidNfkttoA of tea klanaefei a country hostage tumefy or aQmemartiritfi 
W flMnB the derma el ta rsdtad mUhtutidbig rm. Counriea having sued 


Sngapona 

Spam 


AJLel Egypt F.R. of Genmny MtaajrNa 

Aunafa FMand Ibe Natadmda 

Sdgkim France 

BmzJ Hungmy 

Canada Mortak PJLdCNoe USSR 

CnchoaJdsalfe Imtind Poland UnBad Ktngdom 

Denmarh My Hap. of Korea U5. of America 


Fflhfii frap <A a nld affitaC. Japanese eCftaHhg tax mt be tafccsed M ta rale * 
20K on ta grma dMdmd payable The M me 20% «■ ako be acpM to mtf dMMnda 
HMUbned after 31 H October. 1900 . 

Aouridmyxbtaper SJfl id 1 JOOO Shame ntat Coupon No. A 
Grosa DVdend Garidend Lem 1546 DMdand Less 20% 

US* 68X3 VAbhaUng Tea Wfthbokftng Tax 

Depositary US3S&29 USSSOSB 

Bataef Tokyo Maraodoml LMtod Aganl 

2Sdi Jafy 1900 The Bmk of Tokyo {UaJ SJL 

London 


James Beni (AqricuHursl 
Supplies) Limited 


NOTICE B HEWeev OWEN, pureuawi IB SOP- 
eon 4^2) of the I ns olv en cy Ad 1BSS. tat a 
NMMUig cl ta unsecured csredOon of ta 
above named company will be new m Tet- 
iwd Moal House, Foragaa. Tetiord Centre, 
Tetiard. ShropaMra on 3 August 1990 az 1000 
am tor ma purpose of having laid Delore If a 
copy al ta report prepared by ta odmlnle- 
wsBve re ceiv ers under Section 40 Of me asW 
acl The meeting may. H It BMKe ft. ee*ab- 
lisd a comiMiM to ererelae ta tontotons 
confarrad on cradharV commM Bee by or 
undar m Acl 


Creoaora are only endtfad to vote It 


(a) 


they have delivered lo us al the 
eddraea ahown below no later Bum 
neon on 2 August 1990. written 
dataKs of ta dee* mey claim to bo 
due » mam from me company, and 
me culm na* been duty odmlaad 
unbar me provisions of Rule 311 of 
■he In e ata oncy Rulee I8H end 


(b) mere gea been lodged wfth os any 
proxy which the creditor Intends to be 
used on We or her bedell. 


Reese note that the original proxy signed by 
or on befwll of mi crodnore moot be lodged 
el the address mentioned, pho t o c op i es 
(including taxed copies) ore not s w epiaato. 
Deled 19 July 1990 
tan N Camahora and John F Po we l l 
Joiiu AdmUUstratiiie Receivers 

Cork OuOy 
43 Temcrte Row. 

Birmtndwii. 83 SJT 


HODGES & MOSS LIMITED 


NOTICE as HEREBY GIVEN, pursue™ to Sec- 
tion 4am of (he Insolvency Ad 1908. that a 
meeting of Pie unsecured creditors of ta 
above named company will be held al Tel- 
ford Moat House. For agate, TeMord Contra, 
Tetter d. Shropshire on 9 August 1990 at 1030 
am lor ta purpose ot having laid before it a 
copy of Die report prepared by me admlnls- 
SacUoe 48 to the held 


ACL The meeting may. If H thinks fit asteb- 
Umn a commatee to exaratae the luncrtonx 
conferred on creditor's cammlnee by or 
under me Act 


Creditors are only afflUtad to vote lh 


they have delivered to us al die i 
shown below, no tator than noon on 2 
Augual 1990. written details of me debts 
they claim to be due to them from me 
company, and ta claim has been duly 
admitted under me proriafora at Rule 
3.11 of ma Insolvency Rulee 1986. and 


(0] mare tiaa been lodged with us any 
proxy wrucri me creditor Intends to be 
- used on his or her bahaH. 


Please notea mat the original proxy signed 
by er on behalf of tea creditors moat be 
lodged ■> me address mentioned, pheto- 
cepiea (Including Inxad copies) ara not 


Dated: 18 July 1990 


Un N Cemahera and John F Powell 
Joint A dnU n to nr a tive Receivera 
Cork GuHy, 

43 Temple Row. 

BlmVn^iam B2 SJT 


PERSONAL 


PUBLIC SPEAKING 

Overcome the Tear and 
nervousness or public 
speaking. Phone 
Leadership Skills Training. 


Tel:0727 821399 


BUSINESS SOFTWARE 

A selection of software packages to suit 
your business needs appears every 
Saturday in 
the WEEKEND FT. 


Order your copy today. 
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PROFIS FUR DIE DDR! 

Eine Initiative der TREUHANDANSTALT, Berlin 


Der DDR-Wirtschaft zii Wettbewerbsfahigkeit nach westlichen MaBstaben zu verheffen^ ist in unser alter Interesse. Ein wich tiger Schritt dazu ist die Privatisierung der 
frdheren volkselgenen Betriebe und Kombinate. Fur die praktische Durchfiihrung benotigen die Treuhandanstalt der DDR und die von ihr zu grundenden Treuhand- 
Aktlengeseilschaften Tatkraft und Erfahrung von untemehmerisch denkenden und handelnden Fiihrungskraften. 


Bendtigt werden Fachieute alter Branchen mit 

• langjdhriger Fuhrungserfahrung auf Vorstands- Oder 
GescliSftsfuhrungsebene In Unternehmen Oder Unter- 
nehmensteileii mlt Umsatzen in Milliarden-Gr5Ben- 
ordnung, 

• Erfahrung bei Kauf und Verkauf von Unternehmen so- 
wle Sanierungserfahrung. 

• kurzfristiger Verfugbarkeit (spatestens 1. 9. 1990), 

• voder Leistungsfahigkeit und der Bereftschaft, einen 
uberdurchschnrttdcherl Arbeitseinsatz zu erbringen. 

• Alter fet kelh Hinderungsgrund! 


Zu beeetzen sind die Vorstandsposltionen bei ffinf Treu- 
hand-Aktiengesellschaften: 


• Schw eri ndustri e 

Sttihlproduktion, Bergbau, Huttenwesen, Chemte, 
phahnazeutische Industrie, Energiewirtschaft Gasauf- 
komrrien, Netze 
4 Ihvestftlons^Olerindtistrle 

Arilagenbau, Maschinenbau, Elektrotechnlk/Elektro- 
nik, Bauwesen, Transport 

• Konsumg Oterindustri e 

Nahrungsmittel Industrie, GebrauchsgOterindustrie, 

Handel, Verkehr, Touristlk, Gastronomle 

• Diensfietehinsen 

Banken ; Sparkassen, Versicherungen, Gewinnsplel, 
Datenverarbeitung. Kartographie, Verlagswesen, 
Werbebereiche etc. 


• Land- und Forstwlrtschaft 

bisherige volkseigene Guter, staatliche Forstwirt- 
schafts betriebe 


Alle Vorstandskandidaten soliten entweder Gesamtver- 
antwortung fur ein Unternehmen getragen haben Oder 
wenigstens fiber die funktionsfibergreifende Sicht bei der 
Gesamtbeurteiiung von Unternehmen verfugen. Folgen- 
de Arbeitsschwerpunkte sind den einzelnen Ressorts zu- 
geordnet: 

• Finanzierung 

• Unternehrnensverkaufe 

• Abwlcklung von FirmenschlieBungen 

• Unternehmensentwicklung (Sanierung) 

• Controlling 

• Personalangelegenheiten 

Diese Anzeige richtet sich an jedermann, der glaubt, die 
genannten Bedingungen zu erffiilen, sei es, daB er zur Zeit 
ein Unternehmen in der DDR fuhrt, in der Bundesrepublik 
Oder auch im Auslartd. Moglicherweise sind geeignete 
Kandidaten unter jenen Managern, die durch Fusionen, 
Stillegungen, Rrmenverkaufe Oder sonstige Wechselfalle 
des Berufsiebens in letzter Zeit aus dem aktiven Dienst 
vdrzeitig ausgeschieden sind. Vor ailem bletet sich hier 
auch efne Chance ffir Jungere, die eine Herausforderung 
suchen und In Ihrem heutigen Unternehmen kein kurz- 
fristiges FortRdmmen sehen. 

Die Positioneh bei den Treuhand-Aktlengeselischaften 
sind mit elnem Zeithorizont von 3-5 Jahren zu sehen. 


Interessenten, die eher an einer Dauerstellurtg in einer 
der aus den Kombinaten und voikseigenen Betrieben her- 
vorgegangenen AGs und GmbHs interessiert sind, soliten 
dies vermerken. Wir werden nach der vordringlichen Be- 
setzung der Positionen in den Treuhand-Aktiengeseli- 
schaften auch solche Kontakte herstellen. 

Diese Initiative wird unterstfitzt vom Bundesverband der 
Deutschen Industrie, BDI. Die (Coordination liegt bei der 
fnterconsilium GmbH fur Unternehmerberatung, Grun- 
wald. Die VorstelJungsgesprache werden von anerkann- 
ten westdeutschen Personalfachleuten gefuhrt Dazu ha- 
ben sich dankenswerterweise die Personalchefs folgen- 
der Unternehmen bereit erklfirt 


ABB 

DEMAG 

Mannesmann 

Audi 

EFFEM 

Quandt 

Babcock 

Hoesch 

Rhelnmetall 

Bertelsmann 

KHD 

SEL 

Bosch 

Kriipp 

Steag 

Daimler-Benz 

Lufthansa 

VEBA 

DASA 

MAN 

Volkswagen 


Der eirigeschaitete Personal berater garantiert jedem In- 
teressenten die absolute Vertrauiichkeit seiner Bewer- 
bung und wird Sperrvermerke streng beachten. Fails Sie 
selbst nicht interessiert sind, fiberlegen Sie bitte, ob Sie 
jemanden in Ihrem Bekanntenkreis auf diese Anzeige auf- 
merksam machen soliten. 

ihre schriftliche Bewerbung mit den fiblichen Unterlagen 
(tabeliarischer Lebenslauf, Zeugnlsse, Lichtbild, Einkom- 
menssituation) senden Sie bitte an: 


DIETER RICKERT • HUBERT JOHANNSMANN 
INTERCONSILIUM GMBH FUR UNTERNEHMERBERATUNG 
ADALBERT-STIFTER-STR. 1.D-8022 GRONWALD 
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MANAGEMENT 


T he sprawling complex of 19th 
century brick buildings that 
dominates the little New 
England town of Maynard 
once housed the world’s largest wool- 
len mill. Today, the “MUT* is the head- 
quarters of Digital Equipment Corpo- 
ration, the world’s second largest 
computer manufacturer. 

The path from carpet looms to high 
speed computer networks has carried 
Maynard through periods of prosper- 
ous growth, but the town’s economy 
has been devastated three times in 
the past 140 years by financial disas- 
ters at the mill 

Nobody is predicting that history 
will repeat itself. Digital’s $2bn rash 
reserves provide it with ample finan- 
cial security. Yet the lessons of the 
past seem particularly appropriate for 
Digital Equipment as it struggles to 
regain momentum after a two year 
earnings slump, ifla rnfng g per Share 
fell from 99.90 in 1987-88 to $8.45 in 
1988-89. Results for 1989-90 are due to 
be announced today and analysts pre- 
dict a figure of about $7.53. 

Like its predecessors at the mill. 
Digital has become one of the leading 
manufacturing companies of its time. 
Kenneth Olsen, its president, 
described by some as the "quintessen- 
tial American success story*, founded 
Digital as the original minicomputer 
company 33 years ago. With annual 
revenues of over $12bn in 1989. Digital 
is now second to International Busi- 
ness Machines in the Industry. 

Despite its proud history, though. 
Digital is now facing competitive chal- 
lenges every bit as threatening as the 
debut of man-made fibres which 
ended woollen textile production at 
the Maynard mill in 1950. 

Over the past ten years. Digital has 
seen its market for minicomputers 
used by engineers and scientists 
invaded by microcomputer-based 
desktop workstations from new com- 
petitors such as Sun Microsystems 
and Apollo Computer, now a division 
of Hewlett-Packard. 

The basis of its competitive advan- 
tage is being further undermined by 
an industry-wide trend toward stan- 
dardisation of computer hardware and 
software - known as “open systems” 
- that makes computers more like 
commodity products. Prices and prod- 
uct margins are being squeezed and 
the industry's sales methods and 
channels of distribution are shifHwg 
to lower cost approaches. 

Digital has long targeted IBM as its 
primary competitor. While so doing, 
however, both computer giants were 
slow to recognise the full import of 
the growing challenge from workstat- 
ion manufacturers. But while IBM has 
undertaken a major restructuring, 
aiming to become “customer driven” 
rather than "technology driven". Digi- 
tal is only just beginning to rnafcp 
organisational changes. 

"The computer industry is going 
through a period of extremely rapid 
changes in both technology and busi- 
ness practices,” says Jack Smith, Digi- 
tal’s executive vice president of 
operations. 


Corporate stratei 


Mixed messages emerging 
from Digital Equipment 


The US computer company faces formidable challenges. Lo uise Kefa oe reports 


However, the question of how- the 
pnfmpnny needs to respond to these 
trends appears to have provoked a 
serious divergence of opinion between 
Digital's top executives. While smith 
sees a need for significant changes, 
Olsen tends to minimise the issues 
and talks of minor adjustments. 

The two appear to differ on Digital’s 
software strategy as well as on the 
need to cut costs by reducing the 
workforce. 

Proprietary software, such as Digi- 
tal's VMS minicomputer operating 
system, is losing ground to open 
systems based upon the AT&T UNIX 
operating system as computer users 
seek the ability to transfer data and 
applications software between differ- 
ent types and brands of computers. 

Digital’s initial response to the 
workstation challenges was to seek a 
broader market for its minicomputers 
among commercial computer users, 
such as banks. 

It has also increased the perfor- 
mance of its minicomputers to stay 
ahflati of the workstation onslaught. 
And its highest performance com- 
puter is its first to compete directly 
with IBM and others in the "main- 
frame” computer market Digital has 
high hopes for its new VAX 9000 , but 
has only recently begun shipments. 

Last year. Digital made a late hut 
aggressive entry into the UNIX work- 
station market with a range of prod- 
ucts that directly compete with those 
from Sun Microsystems, the market 
leader. The DECstation range of work-, 
stations, which Digital is expected to 
expand over the coming months, rep- 
resents a fundamental departure for 
Digital which hitherto had always 
designed its own computer chips and 
emphasised its own proprietary soft- 
ware. 

The split at Digital goes even 
deeper where UNIX is concerned. 
Within the ranks of middia managers 
conservatives batik Digital’s own pro- 
prietary VMS operating system while 
some of the company’s more aggres- 
sive marketers are championing 
UNIX. Given the mixed messages they 
receive from top management fow 
within the company can be sure 
which operating system win prevail. 

Olsen seems to regard UNIX only as 
something that must be tolerated in 
the light of market trends. In compar- 
ing UNIX to VMS, Digital’s propri- 
etary computer operating system, 
Olsen uses the curious analogy of a 
break-dancer and a businessman. 
UNIX, he suggests, is exciting yet 
undisciplined whereas VMS has a 



Ken Olsen: ‘’quintessential American success story” 


serious, solid, if somewhat staid char- 
acter. 

He maintains, for example, that 
UNIX, is "not to be trusted” for criti- 
cal applications such as banking. He 
dismisses the fact that the US Defense 
Department now specifies UNIX as a 
requirement for its computer pur- 
chases with the comment that “they 
know that they are not going to fight 
any wars... for really important 
applications they use VMS.” 

What computer users really want, 
Olsen maintains , is transportability of 
software and data between different 
types of computers linked on a net- 
work. UNIX is not necessarily the 
only way to achieve that goal, he 

iynplipq 

By creating software links between 
its minicomputers and all sorts of 
other computers. Digital is effectively 
addressing the real needs of its cus- 
tomers, says Olsen. 

Few can take Olsen’s comments 
entirely seriously, yet they undermine 
Digital's marketing strategy by bring- 
ing Into question the company's 
endorsement of UNIX at a time when 
the company's European sales force, 
which has produced more than half of 
the company’s revenues and profits 
over the past year, is mounting a 
major effort to sell UNIX systems. 

Has Digital truly embraced “open 


systems” and the UNIX operating sys- 
tem? Jack Smith provides an unequiv- 
ocal answer. “UNIX is going to 
become pervasive. It wfil be a major 
operating system;” he says. “Our 
product strategy reflects that We are 
spending more on development of 
UNIX products than on enhancements 
to VMS,” the company's proprietary 
operating system, he says. 

As a Digital veteran and the com- 
pany's number two executive. Smith 
has a lot riding on his endorsement of 
UNIX. He is widely regarded as the 
most likely successor to Olsen, but he 
feces the tough test of improving the 
company’s earnings performance. 
Even then. Smith cannot count an the 
top job at Digital. Olsen, 64. claims to 
have no plans to retire. 

- Smith’s role is maria more uncer- 
tain by the feet that John J. Shields, 
his predecessor as heir apparent, left 
Digital last year after reportedly felt 
ing out of favour with Olsen. 

Like its major competitors. Digital 
is now seeking new sources of reve- 
nue from “value added” services such 
as systems integration, emergency 
back-up services and the design of 
computer-integrated manufacturing 
systems. 

Digital is also refocusing its distri- 
bution strategy. “Our cost structure 
has not kept pace with rapid changes 


TECHNOLOGY 


GEC and Plessey I § 


chip in together 


By Michael Skaplnker 


T he General Electric 
Company of the UK this 
week launched the only 
British-owned entity still mak- 
ing microchips on any signifi- 
cant scale. 

Staff at Plessey Semiconduc- 
tors and at Marconi Electronic 
Devices, part of GEC, were told 
yesterday that the two organi- 
sations will merge to become 
GEC Plessey Semiconductors. 

The formation of the new 
company arises out of the take- 
over of Plessey last year by 
GEC and Siemens of West Ger- 
many. The new semiconductor 
company, which is wholly 
owned by GEC, will make 
chips for cordless telephones; 
satellite television receivers, 
personal computers, the tele- 
communications, space and 
defence industries. 

If the proposed sale of ICL, 
the UK computer maker, to 
Fujitsu of Japan takes place, 
GEC Plessey Semiconductors 
will be one of only a handful of 
high technology companies 
still under British ownership. 
Doug Dunn, the managing 
director of the merged com- 
pany, was keen to portray its 
formation as a new dawn for 
the UK chip Industry. 

He was prepared, however, 
to see the irony of his own 
position. As the head of Ples- 
sey Semiconductors he had 
fiercely resisted toe GEC/Sie- 
meus bid, arguing that it 
would be disastrous for the UK 
semiconductor industry. 

Some in toe semiconductor 
industry had speculated that 
Dunn would leave Plessey after 
the takeover. Instead, be has 
been given the leading role in 
the new company. Bert Sadler, 
the managing director of Mar- 
cord Electronic Devices, is to 
take early retirement 
However, some of Dunn’s 
colleagues at the old Plessey 
Semiconductors were far from 
happy when they heard they 
were to be wholly-owned by 
GEC. The UK company, they 
felt had shown insufficient 
enthusiasm for chip manufac- 
turing in the past 
GEC and Siemens ori ginall y 
proposed that Plessey's semi- 
conductor interests would be 
jointly owned, with Siemens 
having management responsi- 
bility. But the UK Ministry d 
Defence had other ideas. 
Although only 90 per cent of 


Plessey’s semiconductor turn- 
over came from defence sales, 
toe MoD was unhappy about 
Siemens' dominant role. Sie- 
mens decided to withdraw 
completely, allowing GEC to 
take full control. 

Although GEC’s own chip 
activities are small, Lord Wain- 
stock, the managing director, 
insists that he is now fully 
committed to the semiconduc- 
tor business. Plessey Semicon- 
ductors “embodies the best 
siring available in this country. 
I cannot see any circumstances 
in which we would not main- 
tain a semiconductor activity.” 

The new company will have 
a workforce of 3,900 and an 
annual turnover of £200m. In 
sales terms it is small - a 
third of the size of the three 
leading European companies, 
Siemens, Philips of the Nether- 
lands and SGS-Thomson, the 
Kalian-French manufacturer. 

Unusually for the European 
industry, however, GEC Ples- 
sey will be profitable. Plessey 
Semiconductors’ 1988 profits 
were 10.4 per cent of turnover. 
The margin fell slightly in 
1989, but Dunn says the new 
company should be nearly as 
profitable as Plessey was two 
years ago. By contrast Philips' 
chip activities make huge 
losses and SGS-Thomson oper- 
ates at just above break-even. 

Dunn was nnxlmia to deny 
rumours that Plessey's semi- 
conductor research activities 
would be run down under 
GEC. It was true, he said, that i 
silicon research carried out at 
Plessey’s Caswell laboratory in 
Northamptonshire would be 
transferred to the new semi- 
conductor company. But he 
said the new company would 
spend a sum equivalent to 15 
per cent of revenues on 
research and development. 

When far larger companies 
like SGS-Thomson believe they 
need to find partners to help 
fund future developments, can 
GEC Plessey continue alone? 
Maurice Dixson, supervisory 
managing director of the GEC 
components group, insists that 
the new chip company is not 
looking for partners. 

But Bipin Parmar of the con- 
sultancy Dataquest thinks that 

GEC Plessey may find it is too 
small to continue on its own. 
“But that's not just Plessey. 
That’s everyone in Europe.” 


S even-feet high metal 
gates, reminiscent of 
the entrance to a foot- 
ball pitch, guard the 
smoked glass building which 
houses Europe's largest non- 
governmental computer centre. 

Inside the high-tech build- 
ing, pairs of rotating glass 
tubes, smacking of 'a science 
fiction film, allow entry into 
the computer rooms only to 
those who have the correctly 
coded plastic card and know 
the necessary password. 

But for Galileo, the company 
set up by a clutch of the 
world's largest airline compa- 
nies at the cost of £200m, there 
are other things to worry 
about than local football fans 
or even distant aligns. 

Inside the building on the 
outskirts of Swindon are the 
nine computer systems which 
form the basis of one of 
Europe’s first airline computer- 
ised reservation systems 
(CRSs), which give travel 
agents access on one screen to 
information about the flights 
of the participating airlines. 

This bank of computer 
systems can hold more than 
1001m bytes of data - enough 
to store about 20bn words of 
text The success or failure of 
Galileo when it begins com- 
mercial service In September 
will rest on this system. In par- 
ticular, the speed at which 
travel agents across Europe 
are able to access the informa- 
tion will be decisive. “The 
response time we have quoted 
is 90 per cent in less than three 
or four seconds,” says Dave 
Puttnam, general manager for 
architecture and planning. 

Waiting to move in if Gali- 
leo’s service is not up to 
scratch is Amadeus, the CRS 
being built by Air France, 
Iberia and Lufthansa, among 
others, and Sabre, the CRS run 
by American Airlines. 

To meet the challenge Gali- 
leo has opted to concentrate all 
its computer applications in 
the Swindon centre, rather 
than distributing the informa- 
tion across a number of sites. 
This choice, says Roger Gar- 
ner, general manager of com- 
munications systems for Gali- 
leo, was dictated by Galileo’s 
business needs. At the core of 
the operations is the ability for 
each travel agent to call up 
travel information and book 
airline tickets in real time. 

Distributing the database 
across a number of sites would 
inevitably mean split second 
differences between when 
information was displayed on 
one computer and on another. 
That could mean getting & seat 
or losing it, points out Gamer. 
“If you have the inventory of a 


Della Bradshaw looks at the competitive advantage 
which can be gained by creating a central database 


Reserved seat on 


a speedy flight 



flight on six different machines 
then by definition they won't 
be synchronised. That means 
you have to devise a way of 
splitt ing the inventory for each 

That could involve allocating 
a pre -determined number of 
seats to each agency for them 
to sell, the sort of outdated 
form of allocation which CRSs 
are meant to do away with. 

The concentration of so 
much computing power on one 
site inevitably results in a con- 
centration of security hazards. 
But there are several good rea- 
sons for installing such big 
centres, says Miranda Park, of 
management consultants 
Arthur D Little. 

Changes in market condi- 
tions can be responded to more 
quickly, because the data cen- 
tres do not have to gain con- 
sensus from managers in sev- 
eral countries. In addition it is 
easier to ensure the inte gri ty 
of the data because there is 
only one copy, on one site. 

Paris also reports that highly 
skilled staff often prefer to 
work for a large centre rather 
than a regional computer cen- 
tre because they believe they 
can gain more varied and 
up-to-date skills. 


For Galileo, timescales aiaa 
played a part in determining 
the architecture. It went for 
the established system in order 
to ensure it would be working 
commercially by this autumn. 

Put tnam has relied on an 
IBM technology known as a 
TPF - transaction processing 
facility - which started life in 
the 1960s as a solution for 
systems such as CRSs which 
carry out a large number of 
deals in a short space of time 
- US CRSs can handle 1,000 
transactions every second. 

"For this kind of system It’s 
the only choice, unless you 
want to be really high-risk and 
start from scratch," says Putt- 
nam. “It’s a very specialised 
system - a bit like a sports 
car. It's pretty good at doing 
what It does, and pretty abys- 
mal in other areas.” 

In addition, Galileo wanted 
to take advantage of the differ- 
ent applications software 
developed in the US by one of 
its shareholders. Covia, a sub- 
sidiary of United Airlines. 
(Other participants In Galileo 
include British Airways, Alit- 
alia and TAP, of Portugal.) 

To ensure the data reaches 
the travel agents as quickly as 
possible has proven, one of the 


central tasks for Galileo. “If 
you have to go from Italy 
through a series of Italian com- 
puters to Swindon and from 
there into Qantas’ airline 
schedule display in Sydney and 
then back again, there are a lot 
of electrons around,” 

as Puttnam puts it 

The computers are pro- 
grammed so that If one of the 
central units fells, the others 
will immediately move In and 
take over the task. 

The communications are 
equally important. The com- 
pany has installed what it calls 
“end to end diversity" on Its 
network, so that each of the 
company's agents overseas - 
called the national distribution 
companies (NDC) - are con- 
nected to the Galileo database 
by two sets of lines. If one set 
of lines goes down, the infor- 
mation is sent along the other. 

From the NDCs computer to 
the local travel agent there is 
often a single dial-up phone 
One, and in many cases that 
promises to be the source of 
hiccups. As Garner puts it: 
“It’s the last mile that usually 
causes all the problems.” 

Gamer’s communications 
team is now working on speed- 
ing up the process of getting 
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in the industry,” Smith acknowledges. 
“We took our eye off the ball in cer- 
tain areas.” 

While recognising the' shift in distri- 
bution trends, Digital seems slow to 
adapt to the increasingly important 
relationship between computer hard- 
ware manufacturers and independent 
software developers. 

- Digital also needs to cut costs. Wall 
Street analysts charge. The compa- 
ny’s 125,000 workforce is bloated by 
middle managers, critics say. 

“In the past, we improved our pro- 
ductivity through more efficient man- 
ufacturing. We fine-tuned our 
operations by shifting people into new 
jobs, re-training and moving people 
around,” says Smith. Over the past 
year. Digital has cut about 3,000 jobs 
through a voluntary retirement pro- 
gramme. Now Digital needs to take 
more drastic actions. “We must make 
the necessary adjustments. We need 
to downsize,” says Smith. 

Yet Olsen seems reluctant to 
address the issue of a large scale 
workforce reduction. “Our business 
changes and jobs change and .we 
always have people who no longer 
have a job - that is the nature of a 
changing business,” he says. “Most of 
these people are redeployed in other 

S oE toe company be explains, 
ssfrig “speculative reports” that 
Digital is considering major cutbacks. 

Privately, Digital executives 
express concern about the mixed mes- 

BflBBff wnring from its wmlffl* execu- 
tives. Yet within the Digital Equip- 
ment Corporation family, Olsen is so 
much admired and respected that 
executives frequently riigmian rep or ts 
Of his outspoken public qfettomwn tS as 
misrepresentations, the truth is that 
Olsen often speaks obliquely and 
leaves much to the i n terpret a tion of 
his audience. 

ft will be several years, he main- 
tains, before UNIX becomes a “world 
class commercial operating system” 
with all of the features of VMS. “If 
you want a world class computing 
sy s t e m you have to go to Digital or 
IBM," says Olsen. 

“We market UNIX and VMS with 
enthusiasm,” says Olsen. “But 
when the customer can choose, he 
often chooses VMS.” 

As he paints out the weaknesses of 
UNIX, Olsen sounds as if he is hold- 
ing on to cherished values of the past. 
His predecessors at the mill no doubt 
similarly extolled the virtues Of wool 
over nylon. 

Today, few would not agree that toe 
qualities of wool are in many ways 
superior to man-made fibres. How 
long will it be, one wonders, before 
the shortcomings of UNIX are more 
widely acknowledged? 

In the East-paced computer Indus- 1 
try, demand could swing quickly 
enough to prove Olsen right The evi- 
dence to date suggests, however, that 
Digital must move quickly to comply 
with market trends toward open 
systems based on UNIX and retire 
some of the homespun technologies 
and business strategics developed at 
the .... 
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By Simon Holberton 

D avid Black and Michael 
White joined Shelster, 
Sheisterand Sheister, & 
email but respectable City mer- 
chant bank, in 1989. Both men 
were hired to fill top executive 
directorships with SS&S - 
Black moved in to take control 
of corporate finance and White, 
corporate development - and 
their jobs each commanded an 
mwmI salar y of £100,000. 

Both were aged 45, but Black 
joined at the beginning of May 
and White exactly one month 
later on June 2 1989. White did 
not realise it at the time, but 
the value of his pension on 
retirement. In today’s pounds, 
is worth £26.667 a year less 
than the one Black will enjoy. 

A change to pensions law in 
Nigel Lawson’s last Budget 
(1989) has led to this anoma- 
lous situation. Lawson decided 
that an approved pension 
scheme could get tax relief 
only if the pension amounted 
to no more than twothirds of 
£60,000, indexed by the annual 
rise in the retail prices index. 

In the above case, this 
means Black’s pension, at two- 
thirds of his full salary on a 
tax efficient basis, would be 
£66,667; while White would 
receive a pension of two-thirds 
of £60,000, that is £40,000. 

- Lawson's change came into 
force on June 1 last: year and ■ 
its implications for the world 
of recruitment are just begin- 
ning to be felt Companies are 
being forced to think of ways 
to make good the kind of defi- 
cit that the hapless White is 
facing. E x ec u t iv es contemplat- 
ing a job change are having to 
consider the consequences for 
their pension of such a move, 
especially if they are being - 
wooed away from a company 
for which they have worked fbc 
years. 

A survey of 256 organisa- 
tions conducted by Hay Man- 
agement Consultants in Janiz- 
ary found that 89 per omit had; 
no current policy to deal with' 
the issue. Of the r emainder , 6 
per cent offered to top tip toe . 
pension through an unfunded 
scheme, while others paid 
higher salaries or set up sepa- 
rate funded schemes. 

If companies fund the top-up 
pension in advance, then not 
only are the contributions 
invested in a taxed rather than 
a tax-exempt ^fnnd, but the 


and Eric Short 




Both companies and employees 

lose out. r - 

-However, many companies. 
appear to be putting m P«ce 
unfunded top-up schemes to 
cater for the expectations of 
people who want a pension 
SJual to two toiids o£ salary at 

retirement 

Buck Paterson Consultants 
point out that none of tnecoBfc 
sanies in a survey ft conducted 
recently “has pledged any 
assets to guarantee payment m 
the pension at retirem ent. 
David Bennett Bees, consulting 
actuary at Buck Paterson, 
says: “If he (the employee! 
comes In to the company at 45 . 
and he fives to 80. then the 
company got to be around •; 
for 35 years for him to get his 
pension,” he notes. “The top-up 
is paid out of current cash 
flows; if the company 'goes'.' 
bankrupt you’ll just st and in 
line with toe other creditors.” _ 

A h ig h e r salary may be-a- 
better way round the problem. 
For White, this would mean 
about an extra £20,000 - the 
difference in the cost to SS&S c 
. of his Black’s pension in 
the first year. White could toen . 
put the extra income in a pen- - , 
sonal pension, a TESSA, bricks,, 
and mortar, or some other' ~ 
form of tax-efficient savings 
The higher io cnme would he: , 
taxed at -40* per oaft,/birt r .so 
would the income fromapeft; ' 
sion paying £80,000 a year. "- .. : 

If an employee chooses; to; 
take now, theoretically -he 

could lose if toe top rate of tax 
should fail in the future. Foe-., 
the company, paying a higher, 
salary would relieve it of jt. 
future liability. “We have, 
found that -people do sppreci- L : 
ate cash versus a pension tori 
may not be fulfilled. Tbecafli 
. element is the best alternative 
solution,” says Barnett Rees. 
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Citizen 


The sales figures for Citizen 
included on this page on July 
IS were given inmiffiem yenJ 
These should have been trillion 
yen. , ; .-v 
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employee is taxed on the con- 
tributions as a benefit-in-kind. 


On this page on July 23, the 
photographs of Darbari Seth 
and Noshi Soonawala were 
transposed. 
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information to the travel 
agents. They are hoping to 
move from many of the anal- 
ogue circuits in use today to 
digital ones. And they show a 
distinct preference for land 
lines as opposed to satellite 
links, which involve propaga- 
tion delays. “Satellites mean a 
•third of a second added on 
each way, and that is impor- 
tant to us In terms of response 
time," says Garner. 

Connecting with countries in 
western Europe looks set to be 
toe least of Galileo's problems. 
Eventually travel agencies 
could dial hi to the computer 
centre from as for afield as 
New Delhi or Borneo. For 
those countries Galileo has 
agreed to use the Site network, 
toe communications network 
set up by the world's major 
airlines. In the last resort infor- 
mation and bookings could be 
communicated by telex. 

Although the core of the Gal- 
ileo system will always be 
based on th e Swindon data- 
bases, Puttnam believes many 
of the services that are less 
time- critical, or of a limited 


Sharing a 
wealth of 


resources 


geographical application, could 
be m oved out into subsidiary 
systems. Even from its com- 
mercial inception Galileo wfil 
automatically feed out reserva- 
tions for hotels and car book- 
ings from its own computer 
system to toe Covia database 
in Denver. 

Puttnam outlines the three 
main tiers of the future Galileo 
system. 

• The central processors in 
Swindon , and Denver, which 
will have a constant flow of 
real-time data. 

• A second layer of services 
that could be held on the com- 
puter systems of the NDCs. 
Puttnam quotes as an examp le 
of this a local ferry service, 
which may not want to pay 
Galileo to display its services 
on the Swindon database 
because it would not be eco- 
nomical, whereas a local book- 
ing service Is feasible. 

• Personal computer clusters 
m JJe local travel agencies. ■ 

PCs in local agencies are 
only doing about 1 pear cent of 
what they are capable ot" saw 
g^raer. “There Is no doubt 
that quite a large proportion of 
the agents entries, could h* , 
settled at the local level." 

Gamer cites the example of 
agencies with client files for all 
their major business custom- 
ers. The way the Galiieo svs- 
tem is configured at the 
moment they are likely to be 
held on the central computer 
system. That, he says, is 
because most of the terminals 
osedby tr-avei agencies are not 
clever* enough to store 


SETTING up a European 
computer network does not 
always mean enduring the 
arduous re s tructuring of . all 
the operating functions of a 
large company. 

Chase Investment Bank, 
part of the Chase Manhattan 
Group, has set up a European 
network to enable Its Euro- 
pean outlets to get access to 
financial data from external 
sources - such as Reuters or 
Datastream. 

The European section of the 
Corporate Fi na nce Informa- 
tion Exchange - Enro-CFix - 
is centred in London. From, 
mere more than 200 users 
wots Europe - and up to 550 

dfaMn year ~ 

dial in for information. 

idea J behfB « I It I* toe 
provide a dynamic link for 
resource sharing,” says Sohafl 
Ammi, manager of Euro-CFix. 
•As well as a corpor ate deo 

SSSufJ* 11 Sfirvte * Euro-CRx 
“Plated market 
information service using 
Jartns One Source’s CD-Rom 
Jg^ology. The discs provide 
J^ftorical data on US and UK 
companies and on acquisitions 
an® mergers. 

t JS 886 “ Planning to use 

for Beaters and Ifetmrtrera 
That wfil uteaiL that 
HE®?. ®n the original CF&t-.. 
network in toe TOwill be able 
{"dialtaU, London to -get 

the service mainly 
with Emo.^ 
5*®“ employees wanting Dow 
Information culling 

SSrfSl 01 * office, via- 
toe London huh. Doing it Hite 
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Controllers, note the niggles 


/ t is. on the whole. Ob 
little thing* about televi- 
sion whfen annoy view- 
ers most, not the suppos- 
edly Mg controversies. Every 
week the BBC analyses the 
letters and calls It receives 
from the public, listing the 
totals under about 20 subject 
headings. Sex. Violence and 
Bad Language ere always put 
at the top of the Ust. yet this Is 
quite Illogical since they are 
always outnumbered by sub- 
jects lower down. In the week 
ending July 1 there were nine 
communications about sax, 
eight about violence, 32 about 
bad language and 1,567 about 

scheduling. 

True, this was during the 
time when the BBC and UV 
were simultaneously showing 
the same football matches from 
the World Cup. and no doubt 
many of the scheduling com- 
plaints were about that. Never- 
theless, the weekly average of 
letters and calb about sex, vio- 
lence and bad language is only 
a lew dozen while the average 
□umber about scheduling Is 
several hundred. So much tor 
the belief that the public is per- 


petually up in arms about that 
weird WhUehotise confection 
“sex'n’violence." What really 
causes fury Is to delay a 
favourite programme while 
some sporting event Is shown 
to the finish, to have newsread- 
ers who confuse “convince" 
and “persuade," or to allow 
“background" musk; to obliter- 
ate the key lines of dialogue in 
a thriller. 

The following draft has been 
prepared with facts such as 
these In mind. MEMO TO: 
Channel Controllers. SUB- 
JECT: Current Schedules 

1. After reading this would 
you please send a memo to 
your producers pointing out 
that' the best sort of commen- 
tary in any documentary is the 
sort that the audience never 
notices. So the Decide in 
the world to choose for the Job 
are actors or actresses, since 
they are deeply hostile to the 
idea of not being noticed. They 
are trained to project their 
voices and use them to convey 
character. When you make act- 
ors invisible they compensate 
by reading commentary in a 
manner that the viewer cannot 



A complex canvas: Linns Boache as Van Gogh 


help but notice. 

Sian Phillips is a splendid 
actress and (Judging from one 
lunch with her) a delightful 
person. But her reading of the 
commentary on Gwyneth 
Hughes' Red Empire is so act- 
ressy that you end up listening 
In wonderment to the voice 
apd missing most of the pro- 
gramme content. This Is a pity 
since the archive footage in 
this history of the Soviet Union 
looks fascinating . . . when you 
remember to watch it. 

2. The one actor you can 
safely go oa using in this role 
is Andrew Sachs. He seems to 
be the exception who proves 
the rule. Known universally as 
Manuel in Family Towers. 
Sadis has already shown him- 
self to be an excellent pre- 
senter in a BBC series about 
Berlin, Now be Is proving with 
The Encircled Sea on Channel 4 
that be is also capable of read- 
ing commentary in that dear, 
neutral and unobtrusive man- 
ner acquired by voice-over spe- 
cialists such as Paul Vaughan 
and Journalists such as Robert 
Kee. FOr documentaries their 
voices are vastly preferable to 
the sing-song stiltedness of act- 
ors ami actresses. 

incidentally, this series 
about the Mediterranean is 
looking rather good: early fears 
that it might be another Greek 
Fire with Pelion plied upon 
Ossa seem groundless. It takes 
a relaxed took at the culture, 
people and Industries of the 
area, in a manner which you 
people may think a bit old 
fashioned. Out here on the 
receiving end we regard that as 
a virtue now, after seeing the 
new Janet Street-Porter school 
of TV journalism where you 
throw everything at the screen 
simultaneously - pictures, 
commentary, ribbon caption, 
music, strobe lights, sound 
effects - and hope for the best. 

3. Would all of you. but espe- 
cially Mr Alan Yentob at BBC2. 
do something about your time 
keeping? It is Infuriating 
enough when programmes 
start late C Iphigenia In Aulis. 
billed to begin at 8.45 on Satur- 
day, actually started well after 
&51, and that is not unusual). 
But worse still is to begin 
early. At least when you start 
late those of ns who sit down 
at the right time do see the 
programme, but when you 
Mart early we miss the begin- 


ning which can be infuriating. 
K also means that the VCR 
always has to be set with 10 
minutes leeway at each end. 
Networks can be run on Hm ^ 
John Tusa docs it with the 
World Service, so would you 
kindly wake your ideas up? 

4. Please can we have more 
dramas like last week's 
“Screenplay" on BBC2, Antonia 
and Jane, by Marcy Kahan? It 
had a normal number of things 
to say about modem life but it 
managed to say them with 
bags or humour. Iraelda Staun- 
ton. who was so fenny as Lay 
in Up The Garden Path, here 
played Jane, a Jewish girl for- 
ever overshadowed by her 
friend Antonia (Saslda Reeves). 
At three Antonia knocked Jane 
unconscious with a milk bottle; 
at five she buried Jane alive; at 
seven she formed a secret soci- 
ety and excluded Jane, and 
adult life continued in like 
manner. Beeban Kidron’s 
direction and editing (fast, 
with clever use of music) made 
this a huge treat 

5. Usually you should not 
need to tell your presenters or 
news readers about pronuncia- 
tion since most “rules" are 
sheer snobbory: pronouncing 
“bath" with a abort “a" does 
not matter since the meaning 
remains unmistakable. With 
names, however, and words 
where the pronunciation 
reflects the meaning there are, 
surely, grounds for maintain- 
ing there is a right and a 
wrong way. 

Throughout Channel 4's cov- 
erage of tho Tour de France the 
chief presenter Phil Liggett 
suggested that he understood 
the metric principle involved 
in saying “kilo-metre" even 
though his colleagues blath- 
ered on about “kiil-ometres" 
with the the emphasis on the 
“om." However, if you are 
going to spend three weeks 
commenting on a race in 
which one of the leading riders 
is Chlapucci, who, like 50 mil- 
lion other Italians, pronounces 
his name "Key-a -pooch ie," is it 
not rather an insult to go on 
British television every night 
referring to him as “Cheer-put- 
she"? (Even if that Is slightly 
better than the “Cappucino” 
which was the closest another 
commentator managed). How 
would Liggett like to be 
announced every night on tele- 
vision as “Lie-jet”? 
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The vexed and often uneasy 
relationship between choreog- 
raphy and its score came once 
again into question last night 
at the Royal Opera House 
when Romeo and Juliet 
returned to the repertory. Ken- 
neth MacMillan's dances are 
concerned with passions at 
their most violent and vivid: a 
young and impossible love 
struggles amid the brawlings 
of city factions and family ten- 
sions. In Prokofiev's music we 
ideally bear all this through 
the surge of melody, the pun- 
gent and often abrasive sonori- 
ties, the portrayal of character 
in theme and orchestration. 

Under Richard Be mas’ baton 
the orchestral playing sounded 
decent, but rarely did it feed, 
the emotional life of the dance, 
and at times did not even seem 
to share it 

There resulted a perfor- 
mance whose decency was 
almost as fatal to the great 
matter of the ballet as down- 
right inadequacy. Where 
drama should flare In ^ gusts 
of the music, we saw perfectly 
nice and wholly untouching 
acting. Where the texture of 
the score should keep us and 


the performers alert, there was 
a fiat and impersonally correct 
sound. Where pulse and pace 
should bear movement along, a 
pedestrian gait took the spring 
from the choreography’s step. 

We were at the Opera House 
for the debut of the American 
dancer Robert Hill as Romeo. 
A tall young man and a good 
partner - a recipe for success 
in these times - Hill has a 
clear, efficient technique which 
finds no problems with the 
choreography. His acting is of 
the direct and unambiguous 
kind, the character honestly 
shown but - like the musical 
reading - not tom by great 
ardours. 

For his Juliet. Viviana 
Durante, he provided soundest 
support, yet Miss Durante is a 
Juliet of livelier mettle, and 
throughout the evening she 
spoke to us of youthful impetu- 
osity and a heart’s tragedy. 
There are flashes of such 
bright emotion with this Juliet, 
and such clarities of Une and 
step, that she could on this 
occasion have been performing 
in another production. 

Clement Crisp 


If yon don’t enjoy the operas 
at the Aix-en-Provence 
Festival - and this year I 
didn't enjoy the Mozart (much) 
or the Rameau (at all) - there 
is still plenty of consolation in 
the form of the well-devised, 
richly attractive concert 
programmes. The development 
of these thematically related 
events (choral and chamber 
music, song recitals, this year 
a French-music cycle involving 
all genres) Is a festival 
phenomenon of recent seasons: 
the cloister and (in some 
cases) the baptistery of St 
Sauveur Cathedral serve for 
the more Intimate occasions, 
the nave and (on non-opera 
nights) the Archbishop's 
Palace Theatre for the grander 
ones. 

Artists Involved in one 
event do happy duty In others; 
it Is a small contributory part 
of the atmosphere that 
off-duty singers all seem to 
find time to be in the audience 
at each other’s shows. And the 
best, most genuinely festive 
side of the festival is that even 
in a short Aix sojourn one 
makes discoveries, about 
music and performers out of 


one’s normal run, which the 
genius loci seems to have 
directly brought about 

The little “Une heure 
avec . . . " recitals - an 
hour's-length of song at 
midday and in the early 
evening - run throughout the 
festival’s four- week length. I 
caught three, and was the 
happier man for it The most 
famous of my singers was 
Francois Le Roux, in residence 
at Aix for Les Indes galantes; 
for him it was standing-room 
only. Since In this country we 
know him mainly as a singer 
of mOodles, it was good to note 
his intelligence. Individual 
timbre, strong musical 
personality, and superlative 
use of Gentian in groups of 
Schoen b erg and Stranss songs 
and Sibelius German settings; 
less happily, bnt 
understandably, one a 

touch of tiredness In some 
under-the-note Font*. 

The others were two young 
French sopranos, both of them 
stylish, well-schooled, 
interesting artists of a kind 
the wider world tends to 
assume no longer exists. 
(Remember the South Bank’s 
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ARTS GUIDE 


THEATRE, OPERA AND 
MUSIC 

London 

Anything Goes (Prince Edward). 
Cole Porter's silly ocean-going 
1330s musical has four or five 
marvellous songs anf * Louise 
Gold trying to emulate Ethel 
Merman. Jerry Zak’s desperately 
bright production comes from 
the Linco ln Center in New York 
end is undemanding fare <071 
734 8961, 071 836 2428). 

Jeffrey Bernard Is Unwell 
(Apollo). Tam Conti Is the alco- 
holic journalist who embodies 
a Falstafflan, nay-saying Ufe 

force while committing public 
suicide by vodka. Keith Water- 
house hnr gHtohwd b fine play, 

' Hm* season’s highlight, from Ber- 
nard's own writing, Ned Shertta 
directs (071 437 2663). 

Aspects of Love (Prince oT 
Wales). Andrew Lloyd Webber's 
latest is an Intimate chamber 
operetta derived from David Gar- 
nett’s 1955 novella. Musically 
interesting and well directed 
by Trevor Nunn, a cast of 
unknowns prefect the right sense 
of sybaritic insouciance. A proba- 
ble. but unspectacular, hit (071 
889 8072). 

Shadow lands (Queen's). Fourtia- 
sne weepie about the loro affair 
between C.S. Lewis and the 
American poet, Joy Davhtman. 
which pushes Nigel Hawthorne 
mid Jane Lapotaire into the 
awards stakes. William Nichol- 
son's play Is Irresistibly emo- 
tional. Elijah Moshlnsky*s direc- 
tion is superb (071 734 1166/071 
4393849). 

The Wild Doric (Phoenix). Peter 
Hall’s revival of Ibsen's tragi- 


comedy champions the great 
Norwegian's humorous potential. 
Akx Jennings. David Threifall 
and Nlchola McAuMfe head the 
cast (071 240 9661). 

Absurd Person Singular (White- 
hall). Robust revival of early 
Ayckbourn comedy, directed 
by the master himself, about 
three couples at Christmas In 
three kitchens over three years. 
Moira Redmond. Richard Kane 
and Lavinla Bertram on fine 
form In a production which con- 
firms Ayckbourn's early bleak- 
ness (071 867 1110). 

Henry XV (Wyndham’s). Piran- 
dellos cat's cradle of fantasy 
and reality. Identity and time 
In a production by Val May the 
sobriety of which belles Its pre- 
production high jinks. Sarah 
Miles left the cast, but Richard 
Harris stayed to give a star per- 
formance as the nobleman trim 
thinks he Is an 11th century king 
am 867 1116). 


Vocal Ensemble Sagittarius and 
Consort de Vlries Orlando Gib- 
bons, conducted by Michel 

Scbrin, a^ST&dnt-SevBTln 

church (today). 

Briiuab 

Marc Grauwels (flute) Daniel 
Blnmenthal (piano), Ueve 
Schuennans (flute) playing 
Schubert, Ravel, Detmsay.Moz- 
art, Bizet, Verdi (today). ChapeUe 
das Brigtttioes (513 89 40). 

Munich 

Open festtvaL The last week 
of performances incl udes a 


Kollo Lieder recital, accompanied 
by pianist Irwin Gage in Schub- 
ert’s Die Wtn X e mis e; Le Nozze 
th Figaro with Pamela Cobum. 
Barbara Bonney, Cornelia Wul- 
kopf, Ann Murray and Wolfgang 
Brendei; Giselle with wonderful 
Peter Wright choreography; Die 
Zaubtrfldu with He lien Kwon. 
Pa mel a Coburn, Kuxt Moll, Her- 
mann Pre y; Nabucco stars Julia 
Varady, Alain Fondery and Yev- 
geny Nesterenko. The old tradi- 
tional Otto Schenk Der Rosenka- 
valier with Judith Beckmann. 
Kurt Moll. Marilyn Schmiege, 
Barbara KlidufT and Georg Pas- 
kuda. is co n duc t ed by Heinri c h 
Hollreiser. 


Barcelona 

Grec 90 - Barcelona summer fes- 
tival. Rowdniana - a selection 
from operas by Rossini including 
H Barbtere dl ShkgUa, LTtahana 
in Algeria, B Turco in Italin, La 
Cenemuela. Singers led by Enzo 
Sara and accompanied by the 
Orchestra and Choir of the Gran 
Teatre dal Uceu conducted by 
David Robertson (Thins, FrQ. 
Teatre Grec. (31828 25). 


New York 

Grapes of Wrath (Cart). The 
SteppenwoK company's interpre- 
tation of the Steinbeck epic novel 
has taken a long time to reach 
New York from Chicago: the wait 
was worth it, with the 19306 
brought alive in its squalor as 
well as Its test of human 

strength. Gary Slnise as Tom 
Joed stands out in Frank Galati's 
adaptation. 

Gypsy (St James). This 30th anni- 
versary production does more 
thap rerive a rich, vivid musical; 



6. All of you tolerate produc- 
ers who, when they make pro- 
grammes about paintings, 
pitch the Importance of their 
own Interpretation above that 
of the artist or the viewer. You 
should not tolerate them. No 
artist ever made a picture 
except with the intention that 
the onlooker should see it 
entire. It is impertinent and 
arrogant, not to say 
long-winded and tiresome, for 
producers to begin on a detail 
and then slowly reveal the pic- 
ture bit by bit in an order of 
their choosing, so that the 
impact and even the meaning 
is changed from what the artist 
intended. Anna Benson GyLes, 
who directed last Friday's 
Omnibus drama about Van 
Gogh, explained in Radio 
Times that the programme had 
been made in an impressionis- 
tic way, “like showing pieces of 
a canvas and eventually 
revealing the whole painting.” 
Precisely. 

And just as the technique 
should be opposed with paint- 
ings, so it should be opposed 
with biography. Like so many 
other biographical programmes 
these days, this one (written by 
Patrick Barlow, one half of the 
National Theatre of Brent) 
took the narrative of Van 
Gogh's life, cut it up into snip- 
pets and, like a Burroughs 
novel, re-arranged them in the 
wrong order. Could you 


explain to your heads of drama 
and arts that this sort of delib- 
erate complication has never 
added profundity to a writer's 
work. It is, of course, possible 
to indicate causal connections 
within a life by juxtaposing 
non-chronological events, but 
the law of diminishing re turns 
sets in very fast. It was a par- 
ticular shame in this inittenre 
because there were great 
strengths in the programme, 
notably Linus Roache's perfor- 
mance as the artist, some of 
the landscape photography, 
and several of Barlow’s scenes 
between Van Gogh and his 
acquaintances. 

Forgive me addressing you 
in this public fashion, but I 
know from the letters and rails 
I get that I am not. by a tong 
way, alone in these concerns. I 
have never received a letter 
about Anglo-Saxon words on 
television (although the 
famous Tynan “f* word has 
been used over and over again 
in tbe last few days) yet I am 
always hearing about the lack 
of humour in drama, the fail- 
ure to start programmes on 
timp, mispronunciation, so 
on. Attention to such details 
might pay higher dividends 
than the expenditure of hun- 
dreds of thousands on another 
international co-production. 

Christopher Dunkley 


"Revolution Revisited" series, 
and its failure to employ a 
single francophone singer 
therein?) Catherine Dubose, 
with a voice very light (not yet 
“fllled-out") bnt deliciously 
fresh in timbre and a manner 
both limpid and touching, 
gave poised accounts of 
Schumann’s Frauenliebe and 
three Haydn English 
canzonets; in Debnssy’s 
Ariettes oubliies her art of 
suggestive holding-back was 
Ideally idiomatic. 

The revelation, though, was 
Isabelle Vernet, the prize pupil 
of R6glne Crespin at the Paris 
Conservatoire. She placed her 
programme recognlsably in 
“Crespin territory" 
Including succulent, steady, 
precisely pronounced 
performances of Faure’s “Clair 
de lime" and "Le Secret” and 
Ravel's “Flute enchantde" and 
“L'Indifferent.” plus some 
elegant, witty Satie. And she 
disclosed therein an ample, 
warm-tinted lyric soprano, 
most ravishing when softly 
sustained, that could fall like 
manna on parched areas of the 
French operatic reper to ry. The 
top needs work: at foil tilt a 


touch of shrillness was 
unwelcome. 

A final note on the Rossini 
Petite Messe solermelle - that 
grave, curiously disturbing, 
tenderly beautiful late work, 
at once little and large, 
specially treasured by all 
Rossinians and given in the 
cathedral with noble devotion. 
The component parts were 
thoroughly international: 
Italian conductor (Romano 
Gandolfi), American pianists 
(Jeff Cohen and Noel Lee), 
Dutch harmonium player 
(Chantal de Zeeuw), English 
choir (London Oriana), and 
Swiss, American, Argentinian, 
Greek solo quartet (Charlotte 
Margiono, Frederica von 
Stade, Raul Gimeuez, Dimitri 
Kavrakos). 

The mixture was rendered 
seamless, the style beautifully 
fluent Miss von Stade may not 
possess tbe mighty contralto 
organ implied by the “Agnus 
del” but her serene artistry, at 
Us most aristocratically 
unforced, made one believe 
she did. 

Max Loppert 


July 20-26 


It also introduces a new belter 
in the Merman tradition, Tyne 
Daly, as the bossy, tireless and 
tuneful Rose, who shamelessly 
leads her daughter into bur- 
lesque while rejecting a personal 
Ufe for herself (246 0102). 

Grand Hotel (Martin Beck). 
Tommy Tune, Broadway’s pres- 
ent musical doctor, directs this 
remake of tbe Garbo film to at 
least shake the bones of this 
inert depiction of lives criss- 
crossing In an elegant, bnt some- 
what random setting (246 0102). 
Sweeney Todd (Circle in the 
Square). An Intimate production 
of the Sondh e im- Wheeler musical 
In contrast with the elaborate 
original a decade ago emphasises 
the desc ent into m adn es s of Bob 
Gunton as the demon barber 
of Fleet Street <289 620Q). 

Jerome RobMns* Broadway 
(Imperial). Anyone attracted by 
the notion of three hours of film 
trailer previews wffl adore this 
compendium of Bobbins' directed 
and choreographed plays or the 
past 40 yean, tochailpg On the 

Town, West Side Story sad 

Gypsy. The lustre of tbe credits 
Is dimmed by the brevity of each 
piece, with a crew of Broadway 
aspirants who lack the talents 
that inspired the heyday of the 
musicaL 

Cati (Winter Garden). Treror 
Nunn’s production of ?J$. JEHot’s 
children's poetry set to music 
is visually startling 6262). 
Les Miserable* (Broadway). The 
magnificent spectacle of Victor 
Hugo's majestic sweep of history 
and pathos brings to Broadway 
lessons in pageantry and drama 
(239 6200). 

Phantom of the Opera (Majestic). 
Phantom rocks with Andrew 
Lloyd Webber's hannHwg melo- 


dies in this mega-transfer from 
London (239 6200). 

New York Grand Opera. Free 
concert performance of Turandot 
in Central P ark a t 72nd St 
(Thur). (360 2777). 

Mostly Mozart Festival Orches- 
tra conducted by Mark Eldar 
with Barry Douglas (piano) and 
Richard Stctennsn (clarinet), 
janacek. Mozart, Haydn (today). 
Avery F ishe r Hall, Lincoln Cen- 
ter (874 6770). 

Tokyo String Quartet with Rich- 
ard Emanuel Ax (piano) and 
Alexander String Quartet. Moz- 
art, Schumann, MenriplnienliFi 
(Thur)- A very Fisher Hail, Lin- 
coln Cents: (874 6770). 


C hi c a go 

Steel Magnolias (Royal George). 
Ann Frauds and Marcia Rodd 
play the leads In this view of 
southern Ufa from under the dry- 
ers in a busy hairdressing estab- 
lishment 088 9000). 

The Gospel at Coloons (Good- 
man). The season ends with a 
visit from this spirited version 
of Sophocles, set in an 
Afro-American Pentecostal 
church. Ends Aug 12 (4433800). 


Tokyo 

Kahnki (KahuU-sa). The matinee 
at 11am is a mixed programme 
that includes a spectacular Uoa 
dance, while the 4,30pm perfor- 
mance consists of the even more 
spectacular toll-length play. Ten- 
juku Tokabe, featuring magic 
and mayhem with kabtdd super- 
star Ennosuke, master of rim 
quick-change routine. Excellent 
earphone guide in Rn gHah »nd 
English-language programme. 
(541 3131). 


The Ice Break 


ALBERT HALL & RADIO 3 

The Proms concert 
performance of Tippett’s fourth 
Opera was one of the earliest, 
and most rewarding, of the 
1990 season's “special occa- 
sions.” The ke Break was first 
performed at Covent Garden in 
1977, and last in 1979; since 
then it has been given nowhere 
in the UK, and infrequently in 
others. The reason may have 
been that after the work’s pre- 
miere the reception was puz- 
zlingly mixed, with admirers 
and detractors equally strong 
in their convictions - at the 
time even Uied-in-the- wool Tip- 
pettians were surprised to find 
it dramatically sketchy and 
musically unforthcoming. 

Plainly, therefore, the time 
was ripe for a revaluation - 
which last night the London 
Sinfonietta and Chorus and a 
first-rate cast under David Ath- 
erton's superlatively authorita- 
tive baton accomplished in 
masterly style and with abso- 
lute belief in the work's merits. 

For one of those died-in-the- 
wool Tippettians mentioned 
above, it was a staggering and 
rather mortifying experience: a 
much greater quantity of won- 
derfully expressive dramatic 
music than expected, a libretto 
of diction much less embar- 
rassingly cliche-ridden and 
structure much less oppres- 
sively schematic than recalled. 
Indeed, that “right-on" moder- 
nity of location and subject 
matter, much-derided at the 
time, has worn very welL 

Casting around for excuses 
at one's original failure to 
appreciate The Ice Break felly, 
on e ma y offer in mitigation the 
gross over-elaborateness of the 
Caveat Garden premiere pro- 
duction, which badly diffused 
concentration and impact. 
Then, with knowledge of all 
the Tippett compositions that 
have followed - particularly 
The Mask of Time and the 
newest opera, New Year, which 
both expand on themes first 
adumbrated herein - the ear 
finds that its workings and 
purpose have been made famil- 
iar in subliminal, unpredict- 
able ways. 

But finally, it must be recog- 
nised that Tippett’s genius will 
sometimes stay for some while 


ahead of even his most willing 
listener-spectators: however 
approachable and illuminating 
his works may be, they are 
never easy or “pat," and often 
sublimely disconcerting. Even 
now this will probably come to 
be reckoned few people’s 
favourite Tippett - its conci- 
sion, tinta (dark, metallic, vio- 
lent in contrast), and state- 
ment of scenes and Images 
(jerky, thrustful, often star- 
tlingly abrupt) allow the spec- 
tator little immediate exhilara- 
tion. 

Tippett, who began his oper- 
atic career as postwar Britain s 
great lyric poet of the life-giv- 
ing rural summer, becomes 
here the (apparently) detached 
recorder of the life-denying 
urban winter. Act l Is all 
scene-setting, or so it seems: it 
is not until the marvellously 
tender, rueful blues-soliloquy 
for the nurse Hannah lying at 
the heart of Act 2 that the ear 
begins to “add up” all the 
styles and sounds proposed in 
such dipped tones of voice. It 
is a brave, troubling opera: 
spring and nature burst in 
midway, with their healing 
powers, yet the promise of rec- 
onciliation remains to the end 
a fragile one. 

The final reason for the 
power of last night’s perfor- 
mance to win over doubters 
was the manif est superiority of 
almost all its singer-actors over 
those of the original cast. 
“Almost," because the amaz- 
ing, unquenchable Heather 
Harper returned here (in a 
final Prom appearance) to her 
1977 role of Nadia, with the 
same lovely dignity and vocal 
radiance. Cynthia Clarey (Han- 
nah), Thomas Randle (Olym- 
pion). and Sanford Sylvan 
(Yury) were not only helpfully 
American in accent but musi- 
cally strong and subtle of 
voice; as Lev David Wilson- 
Johnson gave one of his finest 
performances. The amplifica- 
tion of the voices I found trou- 
bling at the start, more accept- 
able later; the total Impact 
mflHw such criticisms Of small 
account. 

Max Loppert 


Morte d’ Arthur 


LYRIC, HAMMERSMITH 

It’s already plain from Part 
One of this two-part Morte 
d\ Arthur that it is a world 
away from Camelot, or from 
The Sword in the Stone, or 
from Boorman’s Excalibur or 
even from Tennyson. David 
Freeman’s staging is a serious 
attempt to re-create Thomas 
Malory’s world. Part One 
proved tong, taxing, dense, per- 
plexing, stirring and poetic. 

Like other Freeman stagings, 
this is a deliberate mix of pre- 
Re naissance. modem and post- 
modern theatre. Scenery is 
sparse and multi-functional, 
actors take many roles (often 
with no costume change), and 
music, by Nigel Osborne, is 
played on unconventional 
instruments. In the interval, 
actors and audience move to 
the nave of St Paul’s Church - 
where the action takes place 
on several platforms, with 
most of us milling about 
beneath, shifted by moving 
platforms, jostled by passing 
actors, making way for mid- 
nave jousts. 

The staging is no more con- 
cerned with narrative exacti- 
tude th aw Malory. Details rush 
by, often simultaneously, and 
many toil to register. Yet how 
many points, images, connec- 
tions are made in passing. 

Absorbing just to experience, 
this production also prods you 
to think about Malory’s tales of 
chivalry. All those quests, 
beset with belles dames, sans 
ou avec merci, and with anony- 
mous enemy knights. Sex and 
violence abound. 

Several tales are told at 
once: which sometimes means 
that the audience loses the 
thread of even one story, the 
more so when we aren’t sure of 
which role an actor is playing. 
Often, however, you sense both 


the richness of Malory’s many- 
stranded epic method and the 
poignance of its parallels or 
ironies. So, as you follow the 
intercut tales of Tristram, 
Launcelot and Gareth, you 
can’t help but feel the strange- 
nesses in their pursuit of chiv- 
alry. Men may be killed or 
befriended; women, for all 
their allure, can be neither. 

Not the least of the produc- 
tion's achievements is that it 
makes successful use of 
Malory’s language. The rather 
incantatory style is appealing. 
The actors, however, tend to 
use more volume than elocu- 
tion. All show exemplary com- 
mitment, and doubtless some 
will refine their characterisa- 
tions further. 

I was always riveted in lis- 
tening to the quiet assurance 
of Rogers' Guinever, in watch- 
ing Robyn Moore, a gorgeously 
severe Morgan le Fay, and in 
everything from Mark Lewis 
Jones, a Tristram of ardent 
integrity, and Joe Dixon, a Gar- 
eth of touching innocence and 
rough-hewn valour. Bourgaux, 
however, is a pudgy, unsubtle 
Launcelot, and Robert Swann’s 
Arthur, though feeling and 
authoritative, shows neither 
the youthfulness fp r the first 
scenes or the wise dignity of 
the later ones. Chris Tranchell 
has nothing of Merlin's wisdom 
or variety. There are other 
faults in this Part One of Morte 
d ‘Arthur but it has filled my 
head with language, episodes, 
ideas, images. 1 love the 
Hieronymus Bosch-like Dark 
Age civil war at the beginning, 
the Chapel Perilous bedecked 
with human gargoyles, and 
more. Spirits high, I prepare 
for Part Two. 


Alastair Macaulay 

SALEROOM 


Markets in fine form 


Despite rumours to the 
contrary, the art market seems 
in fine fettle. Christie’s yester- 
day announced its figures for 
tbe 1989-90 season and they 
reveal a rise in inter n ational 
sales of 40 per cent, to 
£L458bn, which in the more 
relevant dollar terms works 
out at sasrebn. 

ft may not quite equal the 63 
per cent jump In the 1988-89 
season but is still a remarkable 
achievement. A total of 247 
works of art sold for over 51m, 
compared with 147 last season, 
and 41 topped S5m. Christie's 
also established a record for 
any work of art at auction 
when it sold Van Gogh’s por- 
trait of his physician. Dr 
Gachet. for $82£m&49.lm.) in 
New York in May. 

The dominance of New York 
over London is displayed in the 
figures. New York sales rose 40 
per cent, to SL247bn (£767m). 
accounting for 148 of the works 
which beat the million mark, 
f/mdon also managed a suc- 
cessful season, with turnover 
rising 39 per cent, to £470m. 


Impressionist and Modem pic- 
tures, which accounts for 
around 50 per cent of turnover, 
was looking sickly by the end 
of the season, good results ear- 
lier in the year gave an aura of 
success. Christie’s was particu- 
larly happy to sell the Badmin- 
ton Cabinet for £S.58m, a 
record for furniture, and to cre- 
ate a London record for a jew- 
els auction of £13m. 

Sales at South Kensington 
rose by 14 per cent to 256.5m, 
showing that the ordinary 
antiques trade is not so buoy- 
ant 

Meanwhile, a medal sale at 
Christie's disposed of one of 
only eight Victoria Crosses 
which have been forfeited. It 
was awarded to Lieutenant 
Edward St John Daniel of the 
Royal Navy, who won the VC 
for bravery in the Crimea but 
forfeited it two years later for 
“taking indecent liberties" 
with Junirar officers. It sold yes- 
terday for £19,800. 

Antony Thomcroft 
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One law for 
Germany 


FOR A nation famed for 
efficiency, in their progress 
towards unification the Ger- 
mans are showing a new talent 
for muddling through. First, 
the West German authorities 
disagreed over the timing and 
details of monetary union; 
then the federal government 
and the Bundesbank agreed on 
the timing and reached a com- 
promise on the exchange rate 
conversion. Next Chancellor 
Kohl, and nearly all the politi- 
cal experts, said that it would 
be impossible to hold pan-Ger- 
man elections by December 2, 
the date already set for the 
general election in the federal 
republic. Now it appears that 
the pan-German election will 
be on, but nobody seems sure 
which electoral rules will be 
applied. 

There are some important 
questions here which go 
beyond tariwinwi details. For a 
start, it is desirable that the 
momentum ' towards German 
unification should be main- 
tained by the electoral process. 
It is equally desirable that elec- 
tions in what used to be the 
two Germanys should take 
place on the same day. The 
logic of unification should also 
dictate that the elections 
should take place under the 
same electoral system. 

None of that will be easy to 
arrange in the tame available. 
Even the business of producing 
a reliable electoral register in 
East Germany, after the con- 
siderable exodus of the popula- 
tion, could pose problems. 
Other difficulties have already 
arisen from trying to bring two 
different political systems into 
one. These are not strictly ideo- 
logicaL They stem from the 
very nature of federal politics 
and a multiplicity of parties. 

Occasional grumbles 
West Germany Is a federa- 
tion with a complex electoral 
system. The electorate has two 
votes: one far direct election to 
the Bundestag, file other for 
election on a party list system. 
Any party which wins a mini- 
mum of 5 per cent of the sec- 
ond votes gains representation 
in the Bundestag: hence the 
tendency of the small Free 
Democrat Party, which has not 
won a direct seat for years, to 
be an almost permanent coali- 
tion partner with either the 
Christian or Social Democrats. 
The system has served the 


Cross-subsidies 
on phone lines 


CROSS-SUBSIDIES in any 
industry axe generally bad, 
particularly when the method 
in which they operate is fer 
from transparent. There are 
few industries as entangled 
with cross-subsidy as telecom- 
munications. 

Artificially high prices for 
some services, notably 
long-distance and international 
phone calls, are used to justify 
low prices for others, particu- 
larly Ur>«» rental charges. This 
pricing structure restricts the 
growth of phone traffic. It also 
distorts competition by allow- 
ing new arrivals to concentrate 
on those parts of the market 
where prices are high while 
ignoring the less profitable 
parts. 

British Telecom has focused 
on these cross-subsidies as the 
single biggest Issue in the Gov- 
ernment’s forthcoming review 
of the BT/Mercury Communi- 
cations duopoly. It claims it is 
recovering only half its costs 
for providing phone linen from 
rental charges, resulting in a 
cross-subsidy from artificially 
high call charges of more than 
£lbn a year. It argues that no 
more competition should be 
allowed in the market until 
this cross-subsidy is sorted out 

The company made a pre- 
emptive strike last week. 
Inc ppflrfHg bm> rental charges 
by 12 per cent, and would have 
gone farther if it had not been 
prevented by the Office o£ Tele- 
communications. its watchdog. 
Oftel refused BT permission 
because, as part of a deal nego- 
tiated only two years ago, the 
company had agreed not to put 
up its rental charges by more 
thnn 2 per cent above the rate 
of inflation each year. The 
same deal requires BT to 
reduce the price of a basket of 
its main services by at least 4.5 

S r cent after inflation, mean- 
g that sharp increases in 
rental charges have to be bal- 
anced by smaller increases in 
other prices. 

Duopoly review 

Nevertheless, the watchdog 
has agreed to investigate BTs 
argument as part of the duop- 
oly review. Added to an inves- 
tigation into international 
charges which the watch dog is 
already conducting, this repre- 
sents an excellent opportunity 
to resolve this issue. 

A thorough investigation is 
necessary for three reasons. 


First, BTs £lbn-plus esti- 
mate for the cross-subsidy may 
be substantially inflated. A 
precedent comes from Austra- 
lia where the phone company 
originally claimed it was carry- 
ing an A$800m social burden 
until an indgpwidgnt study fur 
the Government cut the figure 
to AtZOOm. If BT rebalanced its 
prices too far, it could mid up 
subsidising call charges from 
excessively high rental prices 
- something which would 
undercut Mercury's viability 
and put back the cause of com- 
petition. 

Second, BT may be losing 
money on providing phone 
lines not because it is charging 
too little but because it Is too 
inefficient There is a danger, 
therefore, that if Oftel allowed 
it to jack up its rental charges, 
the pressure to improve effi- 
ciency wold be reduced. 

Lowest bidder 

One way of testing this 
would be to ask British Tele- 
com to identify those services 
which it would not wish to pro- 
vide if it was not obliged to. 
These services could then be 
put out to tender, with the low- 
est bidder receiving the con- 
tract and the subsidy being 
financed by a charge on all 
telephone users. BT opposes 

fhln j^pg on tihfl ground that 
miming local telephones is its 
business, but it cannot have its 
cake and eat it 

Third, there is justifi- 
cation in keeping line rental 
charges low as a means of 
encouraging as many people to 
use the phone as possible, it 
would, -however, be better to 
target any such subsidy on the 
really needy, such as old-age 
pensioners, rather than provid- 
ing this subsidy to all phfthp 
users. 

Oftel's investigations may 
well conclude that further 
increases in line rental charges 
are justifiable. But these 
should be matched by much 
more substantial cuts in call 
Chaige6 than BT haft made to 
date. 

While some changes in the 
regulation of BTs prices may 
be needed to achieve this, the 
best way forward would be to 
introduce more competition. 
Cross-subsidie s should not be 
seen as an excuse for avninding 
competition; competition 
should be seen as- a tool for 
reducing cross-subsidies. 
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federal republic well over the 
years, despite occasional grum- 
bles. And since the old East 
Germany is applying to join 
the republic under Article 23 of 
the federal constitution, it 
seems reasonable that it 
should accept the same elec- 
toral law, including the 5 per 
cent clause. Curiously enough, 
however, the objections seem 
to come from Chancellor Kohl 
artri some of his Christian Dem- 
ocrat allies. They would like a 
hurdle lower than 5 per cent 
for the elections in East Ger- 
many in order to help the 
amaiiw parties at the expense 
of the East German Social 
Democrats. 

Voting rales 

That smacks of gerryman- 
dering. Chancellor Kohl has 
marie mistakes before on the 
road to Goman union - for 
example, in bis sta te ments on 
the Polish border - and then 
corrected himself. He should 
do the same on electoral law. 
For the point of a united demo- 
cratic Germany is that there 
should be the same voting 
rules in a federal election in 
every part of the country. 

Regional elections may be 
different. Indeed there are 
already slightly differing rules 
for regional elections in the 
federal republic. East Germany 
has only voted in the last few 
days to restore regions - or 
Lander - on the West German 
modeL Inevitably there will be 
anomalies here. For instance, 
same of the Lander might be 
better tied to those in West 
Germany. There might, in 
time, be a case for a wide- 
spread redrawing of internal 
German boundaries. It is 
remarkable, to say the least, 
that East Berlin should now be 
considered part of Branden- 
burg while West Berlin 
becomes a city-state Uke Ham- 
burg. Eventually the two Ber- 
lins should go together. 

All that, however, is for the 
future. What matters now is 
that there should be pan-Ger- 
man elections with a common 
set erf rules for all The best 
model for that is the West Ger- 
man electoral law, if only 
because it is there and has 
been seen to work. Chancellor 
Kohl should end the confusion 
and get on with it Any tidying 
up should come afterwards 
when there could be a constitu- 
tional review. 


I t used to be called a “sunrise" 
industry, radiant with glamour 
and promise. But across Europe, 
shadows are rapidly l eng t he n in g 

over the information technology (FT) 
business, which spans microchips, 
computers, coipTnunlcati ons, office 
systems ?nd consumer electronics. 

Fujitsu of Japan’s proposed acquisi- 
tion of ICL, the biggest British-owned 
computer company, is only the latest 
blow to European dreams of techno- 
logical independence and leadership 
on world IT markets. Bed ink has 
engulfed other computer makers, 
notably Nixdorf of West Germany, 
which was taken over by Siemens last 
year, and Norway’s Norsk Data, once 
one of the world’s fastest-growing 
minicomputer companies. 

Philips of the Netherlands, Europe’s 
largest electronics company, is in the 
thr ows of a financial and management 
crisis. The group, which has forecast 
a F12bn loss this year, is widely 
QTjvrtpa to have to scale back its 
sprawling operations. 

Profits are depressed at computer 
makers Olivetti of Italy and France’s 
state-controlled Bull, while the 
French state-owned Thomson group 
has yet to make Its aggressive acquisi- 
tion strategy in consumer electronics 
pay off. Europe's three main chtomak- 
ers, Philips, SGS-Thomson ana Sie- 
mens, are all struggling to finance the 
growth they need to remain competi- 
tive. Furthermore, except in software 
and services, Europe has bred few 
really successful new FT companies in 
the past decade. 

The gloomy picture is causing deep- 
ening anxiety among policymakers as 
well as managers. In Brussels and in 
many national capitals, IT is consid- 
ered the most sensitive of all “strate- 
gic” industries, in which Europe must 
maintain independent capacity if it is 
to control its economic future. 

"Th e real issue in this ph aa e of dif- 
ficulties is that there is a tendency for 
the centre of gravity of European IT 
industries to move outside Europe," 
says Mr Maria Filippo Pandolfi, the 
EC Commissioner responsible for 
research and technology. “We have an 
urgent task. We have to redesign the 
map of the IT industries and focus 
and adapt our strategies.” 

It is ironic that the outlook for what 
should be Europe's most dynamic sec- 
tors is dimming when the rest of its 
industrial economy is performing so 
strongly. All the more so as recent 
years have seen strenuous and costly 
efforts to catapult Europe’s electron- 
ics industries back into the interna- 
tional race. 

Since the early 1380s, the EC has 
sought to strengthen their competi- 
tiveness through subsidised industrial 
collaboration. The Esprit programme, 
launched in 1983, involves L200 com- 
panies working on a variety erf elec- 
tronics research projects. Other 
schemes include Race in telecommu- 
nications, the Joint European Submi- 
cron Silicon frutiative (JessQ.a $4bn 
effort to develop highly advanced 
microchip technologies, and an ambi- 
tious prog ram me in High Definition 
Television. In parallel, Europe’s IT 
industries have been extensively 
restructured by a wave of mergers 
and acquisitions, many of them across 
borders. 

These actions were intended to 
tackle European industries’ most glar- __ 
ing handicaps by providing tbe larger 
economies of stale needed to finance 
mounting investment needs. In semi- 
conductors, telecommunications 
switching and consumer electronics, 
previously fragmented production 
capacity has been concentrated in 
three groups, most of which have 
operations spanning several coon- 
tries. 

Collaboration has helped to break 
down barriers between “national 
champion” producers and stimulate 
flows of technical information. 
Whether it has encouraged innovation 
is more debatable. Many companies 
say doing research jointly is inher- 
ently less efficient and harder to man- 


Guy de Jonquieres on the problems facing 
Europe’s efforts to achieve a viable and 
independent information technology industry 

Shadows over the 
sunrise sector 
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age than doing it alone. 

However, scarce technology is not 
Europe’s central problem. Its weak- 
ness has been - and remains — tran- 
slating its technological strength into 
profitable and expanding world mar- 
ket share. According to market 
research company Dafaqoest, Europe- 
an-owned chlpmakers’ share of the 
European and world markets has 
fallen since 1985 to 3&5 per emit and 
9.5 per cent respectively last year. 
European makers of large computers 
have been hard-pressed by IBM and 
the Japanese, while Olivetti, the only 
European company to make an 
impact In personal computers, is now 
on the defensive. 

The only areas where European- 
owned electronics industries have 
substantially increased their market 
share in the past decade have been 
consumer electronics and telecommu- 
nications equipment, where many of 
the gains were achieved by acquisi- 
tions in Europe and the US. 

European companies’ uphill strag- 
gle partly reflects wider industry 
trends. Many American computer 
makers have also experienced difficul- 
ties in the past few years, while the 
problems of US semiconductor manu- 
facturers have prompted industry 
leaders to question whether the Sili- 
con Valley model of buccaneering 
entrepreneurship still works. 

The blame is frequently placed on 
Japanese and other Asian companies, 
which are accused of “dumping" prod- 
ucts worldwide while operating from 
closed home markets. However, the 
real reasons lie deeper. Margins in 


eroded as worldwide mass-production 
capacity has grown and new products 
have become commodity items at an 
ever fester rate. At the same thne, 
product development costs and manu- 
facturing inves tments have spiralled 
upwards. 

Semiconductors are the most brutal 
examp le cf these trends. The cost of 
developing and tooling up to make 
D-ram memories - the most widely- 
produced type of chips - is currently 
about |2bn and doubles with each- 
product generation. Yet only the earli- 
est companies into the market can be 

‘The real issue in this 
phase of difficulties is 
that there is a tendency 
for the centre of gravity 
of European IT 
industries to move 
outside Europe 9 

sure of frilly recovering their invest- 
ments. Once prices fell, followers can 
stay in the race only if the costs can 
be covered oat of profits on other 
products or by government subsidies. 

In both the US and Europe, semi- 
conductor producers argue that they 
must stay in the business because 
chip technology is the lifeblood of 
every type of electronics product The 
problem, however, Is that the same 
re l en tl es s economics are spreading to 
other sectors, notably computing. 


hardware manufacturing have been 1 where profits are increasingly earned research. 


from software and services, not from 
hardware. 

In Europe, the one electronics man- 
ufacturing sector still in robust finan- 
cial health is teleco mmunicatio ns. 
The three leading suppliers of switch- 
ing equipment, Alcatel of France, 
t. m Ericsson of Sweden and Siemens, 
are all reporting handsome profits. 
However, the good times may be near- 
ing an end. 

The companies are all selling rela- 
tively mature technology to heavily 
protected national markets. But in 
modi of Europe investment in public 
telec ommunicatio ns systems is peak- 
ing out, while deregulation is expec- 
ted gradually to open national pro- 
curement to wider competition. The 
companies will also neecl-in a- few 
years to invest heavily to develop a 
new generation of broadband optical 
communications networks. 

- "In all major areas of .manufactur- 
ing,. European^ electronic? c ompanie s 
face n haTteng in g - conditions "anajnten- 
siffed competition," says Mr T Su r ence 
He y wor th , European technology ana- 
lyst with Robot Fleming Securities. 
“The longer-term outlook Is uncertain 
in the extreme." 

In Brussels and much of the Euro- 
pean • industry, the immediate 
response has been to- seek to dose 
ranks even more tightly. "The tide in 
the Commission is running as 
strongly as ever in favour of standing 
up for the grand European Idea, of 
playing in toe big league,” says one 
EC offidaL Some companies, such as 
Bull, want to extend European collab- 
oration to production as well as 


• That would W in tinii - 

broad thrust of EC ^ 

recant years. Heavily pnduxrfrtan, - 
it has overwhelmingly favo ura i.Euro- 

pean-owued campames - : ■ 

the larger ones, which wcik dostfy 
with the Commission m running col*. 
laborative programmes such 

US companies, such as - IBM, ■: 
have gained ad miss ion to tf^se mo- 
grammes, and 

nSSidbmm ' .. 

programme and Sematecb, its US ; 
counterpart, which is JWhfed y . 

nles remain firmly excluded from fite- .- . 
European “club*. ■ . 

Tie EC has also used trade policy 
to try to shelter European protowas; , 
from competition, particularly frjMj _ 
Japan and other Asian countries. 
ing the 1980s, it launched asb^ningv--... 
ing actions against many im ported . . " 
electronics products, imposed quotas ■ 
and higher tariffs on products such ® 
video recorders a nd cra cked aainLfa^-, 
Japanese "screwdriver plants- ; . 

Many of these actions have proved;- 
controversial - and not just with toe;.-. ; 

Japanese The EC’s recent agreement, . 
with Japan on min imam chip pric0S:v_ 
has been attacked by computer ecto- 
panles such as Olivetti and. ICL. 
which fear it will increase their coon, r 
Gri t te * also argue that Philips's suc- 
cess in subsidies and trade ■ 

. protection has stifled c om m e r cial - 

tiailve and encouraged a bureaucratic . 
management culture which js at the - ^ 
root of the company's current 

However, any temptation to retreat 
further into a defensive “European.: ■ / 
champio n" approach will face obsfe- " . ." 
cles. Indeed, Fujitsu’s planned acqtd-: ' 
sition of ICL seems likely to pose a 
staik dilemma. To eject MX from -the 
European industry “dub” would be: :;: 
highly disruptive and politically con- , 
tro ve rnal. But the alternative vo&Ut 
be to accept as a full member one <rf 
the Japanese comp anie s against ,: .. 
which European industry collabar&- v.\ 
tion was specifically directed. " r .. 

Some industry ^ ^ experts, such as 'Dr ■ ~ 
Ken Guy of toe Suss^Scaence Rilicy ' . I 
Research Unit, argue that opening up: . 
EC programmes - to. wider' interzuK - - 
tional participation is in any case.;,-- 
inevitable. Dr Guy thinks growing " 
competitive pressures and the need/ 
for capital will eventually force other: - 
European companies into the bands ' 
of US and Japanete competitors ' ' 7-. y-: 

Indeed, in spite of their much: 
vaunted sp iri t of coDaborath^ Euro-; 
pean companies have much mcore dif- - - 
Acuity forging strategic alliances with - 

each other than with US or Japanese^ 
competitors. One example was the 
failure cf lengthy taTke betweenJCl^. 
Nixdorf and Ottvettl bn a thri»-wfi& 
merger, the idea foundered on dfe-.' ; 
agreements over who would have _ 
management control 

Meanwhile, other forces are. reshap* _ . 
lngtheatructure of Europe's etectnm- 
ics industry. As ttompanieg such as ] 

Philips and Thomson shift mamifav 

taring from Europe ^ fo towscost loca- , 
tions.in Asia, their overseas competl- * 
tors are traxtsferringmore produetkm 
to Europe,.. j' 

US computer ewnpamee Bke lBM 
and Digital have long had sizeable 
factories in Europe^ while the 1980s 
saw a rapid expansion of Japanese 
consmner electronics assembly plants 
there. Nown new wave of Investment 
is under way in large-scale semicon- 
ductor factories, led by suppliers 
in clu ding Fujitsu, Hitachi, Mitsubishi, 

NEC and Texas Instruments. 

These companies’ commitment to 
European technological independence 
may be questioned by their local com- 
petitors. But their bold i n v estm ent 
strategies are likely to provide jt 
steadily increasing share of European 
production, employment apd exp orts . . 

In the longer term, the implications of " 
their steadily expanding presence by- - 
the back door are likely to be as 
important for Europe’s strategy in It 
as Fujitsu’s much-publicised takeover - - 
of ICL. . . . 
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Genscher to 
drop by 

■ If there is still any discord 


Observer 


this coming weekend offers 
toe chance to dear It up once 
and for aH 

Hans-Dietrich Genscher, the 
West German Foreign Minis- 
ter, and his wife Barbara are 
flying to London on Sunday 
on a private visit as the guest 
of Douglas Hurd, the Foreign 
I Secretary. After an excursion 
to Glyndeboume (Verdi's Fal- 
stafE), they will stay at the For- 
eign Secretary’s country house 
at Chevening before befog 
flown to Downing Street by 
helicopter for a chat with Mrs 
Thatcher on Monday. 

(ft is a mark of Genscber’s 
interest in the visit that he 
is staying the night at all; he 
usually prefers to fly in and 
out on the same day when on 
missions in Europe.) 

Genscher does not intend 
to bring op toe Ridley affair , 
which he regards as settled. 
But some work remains to be 
done at a personal level. 

Hurd’s dry sense of humour 
has not always gone down well 
with Genscher; he was upset 
a year axo when Hurd madp 
a joke about nuclear weapons 
modernisation during a speech 
on Anglo-German relations 
in DOsseldorf. But Bonn For- 
eign Ministry nfficiwia gay Gen- 
scher now admires Hurd’s 
“prag m a tism " A warm rela- 
tionship has blossomed 
between them at toe recent 
foreign minister iwwintw on 
German unity. Genscher is 
also canny enough to know 
that Hurd has emerged 
strengthened from the Ridley 
imbroglio. 

Mrs Thatcher has had her 
ups and downs with Genscher 
too. A few years ago she puz- 


Chancellor Kohl for his mag- 
nanimous reply to a question 
over Ridley at a press confer- 
ence. She is almost certain to 
be charming to Genscher too. 


Gold bust 

■ Definitely the last piece 
about Ukrainian gold. The 

Bant of Kn gland completed 
its searches yesterday and 
stated categorically that there 
was no trace of the barrel of 


it be known that she did not 
trust him, maMy, it seems, 
because he had brought down 
Helmut S chmid t’s coalition. 
Bat the Prime Mtefatw is now 
definitely In a mood to be nice 
to the Germans. Last week she 
went out of her way to thank 


Col Polubotok. 

Dr David Galley, investment 
director of the World Gold 
Council, informs me that the 
£16,000bn worth of gold which 
the Ukrainians are Maiming 
would amount to 2m tonnes 
and is equivalent to 2,000 times 
the best estimate of the total 
amount of gold mined through- 
out history. 

It would also amount to 38kg 
of gold for every Ukrainian, 
which is probably why Gen- 
nady Oudovenko, the Ukrai- 
nian ambassador to the United 
Nations, continued to assert 
yesterday: “This is not a leg- 
end. This is reality.” 

Maybe Polubotok deposited 

it at one of the old Rn gUsh 
trading company banks. 


Lilley’s views 

■ Anyone dealing with Peter 
LDley, the UK’s new Trade and 
Industry Secretary, elevated 
through Nicholas Ridley’s 
recent departure, should he 
aware of his views on govern- 
ment officials. 

These are contained In a 
study of UK policy on the sale 
of North Sea oil licences writ- 
ten when Lilley was still 
scratching away as an oil ana- 
lyst at W. Green well, the stock- 
brokers, hack in 1979. 

Lilley is attacking the UK 
practice whereby lice nces were 
effectively granted to oil com- 
panies on the recommendation 
of officials rather than auc- 



“I haven’t read The Satanic 
Verses but I’ve written the 
script erf The International 
Guerillas.” 

Honed off to toe highest bidder. 

“The exercise of discretion 
gives to officials individ ually 
and collectively prestige, 
power and a sense of impor- 
tance which would be lost if 
they were reduced to the role 
of auctioneers,'' Lilley wrote. 
“Moreover, toe whole bureau- 
cratic raison d'etre rests on 
the presumption that nfflrigiq 
can organise things better than 
markets." 

Therein may lie the answer 

to toe mystery of why Lilley 
got the job at the DTL He 
promised to do it in. 


Electric chair 

■ Spare a thought for Ed Wal- 
lis, chief executive of Power- 
Gen, who decided that mid- 
July was an ideal slot for a 
well-deserved break on the 
Continent He assumed that 
the big decisions on electricity 
privatisation had been made. 

Wallis was hastily sum- 
moned back from holiday in 
Switzerland when Robert Mai- 
pas, his chairman, heard the 


dramatic news of Hanson’s 
interest In bidding for Power- 
Gen. The first inkling outsiders 
had of something afoot was 
last Monday, when Malpas 
arrived late and unusually sub- 
dued for an institutional lunch 
hosted by S.G. Warburg. 

Some guests reckoned some- 
thing unexpected must have 
happened when Malpas 
revealed that he had come hot- 
foot from John Wakeham, 
Energy Secretary. Few guessed 
just how unexpected. 

PowerGen watchers expect 
’ Malpas to be an early casualty 
if Hanson takes over the com- 
pany. Now aged 62, he joined 
PowerGen from British Petro- 
leum last year as part-time 
chai rman and has concen- 
trated on promoting the com- 
pany on the conference circuit : 

John Rennocks, PowerGen’s ' 
finance director, must also be i 
feeling uncomfortable. The 
only other nouretoctririty full- 1 

timer on the PowerGen board, 
he joined the company from 
the relatively quiet pastures 
of Smith & Nephew, the health 
care group. 

Rennocks was tempted by 
the chance to become finance 
director of a FT-SE company. 
That prospect would hang in 
toe balance If Hanson took 
over, although Rennocks has 

impressed some parts of the 
City since joining PowerGen. 

The rest of PowerGen’s top 
management team are life-long 
electricity buffs. Some observ- 
ers were surprised that Wallis, 
a utility man to his fingertips, 
was offered the chief execu- 
tive’s job, although he appears 
to be growing into it 
Hanson would of course need 

such Insiders to run the busi- 
ness. Its usual practice after 
a takeover is to set incumbent 
managers a tough financial 
framework and monitor very 
closely how they perform. 


Hot woman 

■ From a programme note for 
toe Kenwood open air concerts: 
“Wotan . . . lit a circle of fire 
around Burnnhllde." Not to 
be confused, of course, with 
Fraia. 



THE RANDFONTEENT ESTATES GOLD MINING 
COMPANY. WITWATERSRAND. LIMITED. 
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The pains of dependency 



Sis? 

SW 


be sharp .HtyOE fRrwt cor- 
tectixm on Monday may 
well prove MBMthlny of 

, a diversion. Already, the usual 
v suspects are being rounded up: 
^ the Chicago financial futures 
Vi* market, the program traders. 
The sterile debate about 

* whether derivative trading 
makes tha market more vote- 
tile, or simply achieves eorree* 

a]', don (aster, Is being retuaroed, 

• *»to in I4e» York and in Con- 
JttiK. ™. press . This is fargiiiw gr ou nd. 

and there Is some complacency 
this time round: the circuit 
breakers installed after the 
Brady report of 1987 to slow 
doom trading to a potentially 
panicky market worked beauti- 
fully. it is much more comfort- 
ing to dwell on this than on 
the real reasons why sentiment 
is jittery. 

The Immediate triggers were 
the equally sharp overnight 
fall in Tokyo, and weekend 
t nervousness about the Fed s 
- -I nj A regular report o a the economy 
1 to the Senate hanking commfr- 

urm, .“fat *3** tee last week, and especially 
the statement, (tom the chair- 
man. Mr Alan Greenspan, 
which backfired. Mr Greenspan 
meant to be reassuring. Be 
said the Fed was aware of the 
disinflationary dangers of the 
wave of extreme caution which 
as swept through the US bank- 
ing industry, and would offset 
it; and it would also offset the 
deflationary impact of any seri- 
ous fiscal tightening that 
Washington might achieve. 
The markets were not reas- 
sured. The bond market con- 
cluded that lower short rates, 
whatever the. Justification, 
would mean a weak dollar; 
bonds bn sharply in anticipa- 
tion of higher Inflation, and of 
the higher . returns overseas 
investors would require, 
tiiiut; 10 (Prices eased again yesterday 
Df^“® faisaf after Mr Greenspan said In tha 


Anthony Harris looks for the 
underlying causes of the 
downturn in the US economy 
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US corporate profits 
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House that be Is worried about 
inflation. correcting a possible 
imp reckon from his Senate evi- 
dence that he is pot. In a sullen 
market he cannot get It right) 
Then came a rue In Japa- 
nese interest rates, and the mil 
in the Tokyo market Wall 
Street was sharply' reminded 
that the US equity market, as 
well as the bond market, now 
relies partly on foreign inflows, 
and that the Fed might find it 
difficult to deliver on its policy, 
whether this is regarded as a 
promise or a threat Any Brit- 
ish reader with memories of a 
steep yield curve, a weak cur- 
rency and the fear of the leg- 
endary gnomes of Zurich .wtil 
know how demoralising this 
. , — .. kind of dependency is; in the 

- oratffig; US, it is a novelty. 
s.c.TJ!g etojbj. None of this would 
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unduly worrying If the US 
economy were regarded as 
robust; but while the economic 
forecasts - business forecasts 
as much as those from the 
Administration the Fed — 
show very little cause for con- 
cent. they inspire only a hol- 
low confidence. 

This Is partly subjective: 
most of the financial opinion- 
makers live to the northeast 
which Is currently suffering a 
sharp regional recession, 
accounting for about half of 
the 18 states now officially 
classified as to recession. Bull- 
ish forecasts contradict per- 
sonal experience. But those 
toying to read the economy are 
also aware that models project- 
ing past data may be bad 
guides at the mrimwifr. 

The main threats to the 
eight-year-old expansion are 
the downturn to construction, 
defence cuts and a sharp scal- 
ing back to investment spend- 
ing. All have one thing in com- 
mon - a long production 
pipeline. In construction, for 
example, new housing starts 
and permits have fallen by a 
third in the last two years, and 
new commercial projects are at 
a virtual standstill- But con- 
struction activity and employ- 
ment went on rising unto only 
three months ago, and have 
scarcely began to fell. 

The story is much the same 

fa itefaniwi awfl In c-apftal grwta- 

orders are sharply down, out it 
will take some time to work 
through existing order books, 
ly, the attempts, espe- 
at the state level, to cut 


public spending programmes Is 
a threat mainly for the future. 
The momentum Is all these 
fields continues, but there Is 
no longer any push. 

There have always been 
depressed regions and indus- 
tries throughout the expan- 
sion, and there are still some 
quite strong positives. Farm 
incomes have risen strongly 
after the drought two years 
ago. The computer industry is 
recovering strongly with new 
products, the motor Industry 
managed an unexpected sales 
revival to recent weeks, Indus- 
trial output is still growing; 
and above all, as Mr Greenspan 
painted out, inventories 
remain lean. 

There are also positive 
regions. The south is emerging 
from its long nightmare, when 
the fall of oil prices led to 
financial collapse; and the 
Industrial mid-west, laid flat 
during the dollar over-valua- 
tion or the mid-1980s. Is still in 
a strong secondary phase of 
recovery, with housing and 
retail Investment leading the 
way. The west coast worries 
about drought, overcrowding 
and the loss of its old dyna- 
mism, but Is still a growth area 
by any standards but its own. 

AQ the same, the core of any 
remaining optimistic forecasts, 
such as those from Morgan 
Stanley, which expects growth 
to rise to a 3 per cent annual 
rate in the second half of this 
year, rest on hopes for a recov- 
ery in consumer spending; but 
here the strongest doubts are 
beginning to appear. 


They are inspired by the low 
confidence shown in recent 
surveys, with a large majority 
of the middle class wondering 
how it will make ends meet to 
the next decade; on the sharp 
fall in consumer borrowing, 
now barely keeping pace with 
nominal income; and most 
directly by the disappointing 
profit record, which speaks of a 
tight market in everything 
from care to hamburgers. 

There are also some reasons 
to fear that past real spending 

Is being overstated- The share 

of consumer spending token by 
services has been rising 
sharply- This is often contrac- 
tual, and costs have been ris- 
ing twice as fast as average 
retail prices. Rising local taxes 
are also inescapable (and 
reflected In the official shelter 
cost index); and so, to some 
extent, arc rising air and pub- 
lic transports feres and sharply 
rising tobacco prices. All these 
trends are squeezing discre- 
tionary spending. 

The bulls still argue that this 
reflects simply a temporary 
pause in Income growth, which 
lias now resumed, according to 
official figures. There are 
rumours, though, that the fig- 
ures arc faulty, and about to be 
revised sharply downwards. 
Given the huge recent revi- 
sions to other key figures - 
notably employment and hous- 
ing - this scepticism is cosy' to 
understand. Congress has 
always demanded quick figures 
(and proscribes its wishes in 
law). Inevitably, it gets inaccu- 
rate ones. The real economy is 
visible only through a fog, so 
the mood about it can swing 
freely. 

That mood is partly inspired 
by the grim state of the finan- 
cial system. An immediate trig- 
ger for Monday’s fall was a 
report that a little-known 
agency which guarantees stu- 
dent loans may be insolvent. 
There are similar fears about 
Insurance for private-sector 
pensions. And the cost of the 
S500bn savings and loan catas- 
trophe was officially estimates 
at a mere SSObn not long ago. 

Mr Greenspan may argue 
that these costs are illusory, a 
transfer from one pocket to 
another; but they mean heavy 
official borrowing, higher 
long-term rates, a shell- 
shocked banking system and 
soft property values. On the 
east coast, these are the most 
obvious realities. The economy 
may yet muddle through - for 
none of the figures suggests 
anything remotely like the 
depression of 1981-82; but confi- 
dence will be weak for a long 
time. 
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The future pattern of 
UK telecommunications 


A long wait for free trade 
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From Mr B.S. Pe ar son. 

Sir, British Telecom’s latest 
price increases (“Household 
phone bills to rise” July 19) 
serve as a timely reminder that 
the shape and pattern of trie- 
communications services in 
this country for the next 
decade are to be settled over 
the next six months. 

Mr Ta>n VaUance, BTs chair- 
man, asserts (Letters, June 29) 
that the Government has a 
duty to open foreign markets 
to UK companies if it is to open 
the same markets in the UK to 
competition. He also asserts 
that the key players in the 
global telecoms market have 
protected domestic markets. 

Protected from whom? The 
largest domestic market - the 
US - is a veritable battle- 
ground for Thatcherite free- 
marketeers in which BT is an 
increasingly active player. Mr 
Vallance omits to mention that 
such protection from “foreign” 
entry as there is in the US is 
limited and narrowing all the 
time. He also omits to mention 
that his dom estic Japanese 
counterpart, NTT, is under 
siege from alternative suppli- 
ers on one hand and from Its 
own Government on the other. 

On the question of disaggre- 
gating BT. the chairman draws 
attention to the second choice 
solution of your editorial com- 
ment (“Cosy duopoly in tele- 
coms," June 26) - dividing BT 
into subsidiaries. He sidesteps 
your first choice - that BT 
should be separated into 
totally Independent companies, 
as in the US and Japan. 

He calls his own market 
research in support of his view 
that business customers do not 
want to deal with a plethora of 
independent units “to BT. " Zs It 
surprising that the customer 
resents having to coordinate 
the activities of disparate BT 
units, particularly when the 
customer has no choice but to 
deal with BT? The real issue is 
that customers, business and 
domestic, would much prefer 
to have a real choice of com- 
petitively priced services from 
alternative suppliers. 

The chairman asserts that 
the tide of digital technology, 
as it creeps Imperceptibly 
across the country, mates fmr 
networks that are best run in a 
seamless fashion. An alterna- 
tive view, as networks become 
more intelligent and flexible, Is 
that it will become easier for 
the market to be serviced by as 


wide a range of suppliers as 
the market can bear. 

The outcome of the Review 
of Telecommunications Policy 
will affect all in industry at 
large who use telecoms, as wen 
as those who could well 
become suppliers of such ser- 
vices under a new regime. 

The last landmark decisions 
affecting telecoms were taken 
very much behind dosed doors 
to the early 1980s. This time 
the debate must be to public 
and must expose to the toll rig- 
ours of open scrutiny the argu- 
ments of “national Interest”, 
“tariff rebalancing" and 
"cream skimming" that were 
used on the last occasion by 
those seeking to preserve their 
respective vested interests. 

As for BTs price increases, a 
“shake up” per se would not 
necessarily be a bad thing, but 
what we must see is cost/price 
satisfaction. Is the consumer 
gtrfring value for money? I see 
that Sir Bryan Carsberg “has 
accepted the need for a thor- 
ough examination of the 
issue.” This will, of course, be 
to public, won’t it? Or will the 
need to preserve BTs commer- 
cial secrets be allowed to over- 
ride a very real public interest? 

AH this information is ger- 
mane to a sensible and rational 
debate an telecoms policy. In 
its absence people will have to 
draw their own conclusions 
and “people" are perhaps 
unlikely to give BT the benefit 
of any doubt. 

BJ3. Pearson, 

POBox 2, 

Umberleigh, Devon 

From Mrs Vwierme Peters. 

Sir, The description (July 19) 
of the Telecommunications 
Users’ Association as repre- 
senting “mainly residential 
and small business users” 
needs am plifi cation. This asso- 
ciation's membership com- 
prises multinational conglom- 
erates, national corporations 
and large professional prac- 
tices as well 

With regard to BTs proposed 
tariff changes, the large corpo- 
rate users will see only mar- 
ginal jnerga” 9 on their bills. 
The impact of the increases for 
ggm domestic subscribers will 
be far in excess of the most 
recently published retail price 
index figure (9B per cent). 
Vivienne Peters. 

Chief Enxutwe, 

TVA 

48 Percy Road, N12 


From Mr Hugh Corbet 

Sir, The headline (“Textile 
companies launch drive to 
phase out MFA,“ July 13) could 
hardly have been more mis- 
leading for a report on how the 
textile lobbies of the European 
Community and the US plan to 
carry on the campaign for con- 
tinuing protection that began 
with the short-term cotton tex- 
tile arrangement of 1960. 

For 30 years the short-term 
arrangement, the long-term 
arrangement that quickly .fol- 
lowed and then its successor, 
the multi-fibre arrangement 
(MFA), were supposed to pro- 
vide the textile and clothing 
industries of North America 
and western Europe with a 
“breathing space" in which to 
adjust to competition from 
developing countries. Instead 
protection has been steadily 
spread and intensified. 

Now the lobbies want 
another IS years. They may 
say the extra tune "is neces- 
sary to prepare the interna- 


tional industry for free trade," 
as reported, but anyone who 
believes that will believe any- 
thing; 

An MFA phasing-out period 
of five three-year stages, over- 
seen by a regulatory body 
embracing representatives of 
the European and American 
textile industries, with the 
power to veto further liberalis- 
ation at any stage, is plainly 
meant to provide opportunities 
to come up with new devices 
for looking after sectional 
interests. Waiting for free trade 
in textiles and clothing under 
such a scheme would be like 
waiting for Godot 

The Uruguay Round negotia- 
tions are meant to phase out 
the MFA and return interna- 
tional trade in textiles and 
clothing to the trading system 
of the General Agreement on 
Tariffs and Trade. They are not 
meant to replace It with some- 
thing rise. 

Hugh Corbet, 

85 Warrington Crescent, W9 


NP neutral on carbon tax 


From Mr JJP. Sondheimer. 

Sir, The headline on David 
Thomas’s article (“National 
Power urges carbon tax to cut 
pollution," July 12) is wrong. 
National Power does' not urge 
that such a tax be introduced. 

It Is true that, as the article 
fB, our run on the Cam- 
Ige Econometrics model 
the result that in the 
run economic activity 
could be slightly higher as a 
result of the package of tax 
changes that we modelled. 
However, the article did not 
mention the long string of 
qualifications In our paper 
detailing the reasons why this 
result could not be regarded as 
robust 

Furthermore, National 
Power would not regard the 
Impact on economic activity as 
the sole criterion for backing a 
package of tax adjustments. 
There is a wide range of other 


issues to be addressed, as we 
stressed in the paper. The 
article did not mention the 
adverse implications we found 
■for the package In the shorter 
run, or the comments we made 
about the distributional impli- 
cations of the package or the 
wider policy implications of 
introducing a major new type 
of tax. All these issues need to 
be weighed before a policy con- 
clusion on such a package of 
tax changes could be reached. 

To set the record straight. 
National Power’s position on 
the role of a carbon tax in 
meeting possible carbon diox- 
ide targets is at this very early 
stage of analysis neutral. We 
neither support nor oppose it. 
JJP. Sondb&mer, 

Economic and C om m ercia l 
Strategy Manager, 

National Power, 

Sudbury House, 

15 Newgate Street, EC1 


A principle demonstrated 


From Mr Michael Nevfn. 

Sir. David LaBcelles con- 
cludes (“Midland’s marriage 
prospects." July 18): "Perhaps 
the biggest casualty of Mid- 
Land'S failure to stamp out 
trouble Is tha reputation of Sir 
Kit McMahon" and the experts 
he drafted to help him. 

This illustrates the truth of 
the principle enunciated by the 
American master investor, 


Warren Buffet: “When a man- 
agement with a reputation far 
brilliance tackles a business 
with a reputation for poor fun- 
damental economics, it is the 
reputation of the business that 
remains intact." (Letter to 
Shareholders, Berkshire Hatha- 
way 1985 Annual Report). 
Michael Nevin, 

Providence House, 

10 ElUscambe Road, SE7 


A month has passed since 
the Chancellor 
launched the UK’s pro- 
posal for the next stage to an 
evolutionary approach to mon- 
etary union. The proposal 
involves the establishment of a 
European Monetary Fund to 
manage the hard Ecu. among 
other things. A number of 
questions about the proposal 
have been raised: this article 
suggests that there are good 
answers. 

Don the UK proposal add 
any thing ? 

Yes. First, it would provide 
businesses and individuals 
with a common currency at an 
early stage. 

Second, it would help to cre- 
ate the conditions for mone- 
tary union by promoting con- 
vergence on low inflation 
throughout the Community 
beyond Stage One of the Defers 
Report. 

Third, it would enable the 
prospective monetary institu- 
tion for the Community to 
establish its credibility. 

Fourth, it would also have 
the advantage of avoiding a 
two-speed approach to mone- 
tary union. All countries could 
take part in the EMF on an 
equal basis, by contrast with 
the alternative idea suggested 
by the Bundesbank and others 
that a few would move quickly 
to a single monetary paOcy. 

Is lx Inflationary? 

No. In order to prevent the 
validation in hard Ecus of 
excessive liquidity creation at 
national level, nation al central 
banks would accept an obliga- 
tion in the UK's alternative 
Stage Two to repurchase their 
currencies at the request of the 
EMF in exchange for hard 
Ecus or foreign currencies. An 
additional obligation on them 
could be to mnintiiin tiw» hard 
Ecu value of any EMF holdings 
of their currencies. 

Is there any ambiguity 
about responsibility for mone- 
tary policy? 

No. In Stage Two decisions 
about national monetary policy 
would be taken at national 
level. Decisions managing tha 
value of the hard Ecu would be 
taken collectively at Commu- 
nity level. The introduction of 
the EMF would act as an extra 
constraint on national mone- 
tary policy, but it would not 
directly interfere with it 
fa the UK proposal consist- 
ent with achieving Stage 
Three (le monetary union)? 

Yes. It suggests a way in 
which the Community as a 
whole could evolve from Stage 
(toe to Stage Three. In showing 
how Stage Two could work, it 
fills a gap that was left by the 
Delors Report. 

But this does not mean that 
a decision needs to be taken 
now about implementing Stage 
Three. On the contrary, there 


Questions and 
answers on 
the hard Ecu 

By Paul Richards 


would be significant risks in 
fixing exchange rates irrevoca- 
bly and imposing a single cur- 
rency before the Comm unit y as 

a whole was ready to do so. 

Will the EMF’s monetary 
policy be Independent of the 
Bundesbank? 

Yes. First, the hard Ecu 
would be managed by a Com- 
munity institution rather than 
by the Bundesbank. 

Second, the bard Ecu would 
not be the same as the 
Deutschmark; the Deutsch- 
mark’s central parity to terms 
of the hard Ecu could never be 
revalued, though it could be 
devalued. 

Third, as the credibility of 


Will the hard Ecn be attrac- 
tive to potential users at all? 

Yes. The attraction to savers 
would be the commitment not 
to devalue the hard Ecu 
against their national cur- 
rency. The attraction to bor- 
rowers would be the relatively 
low interest rate. 

Initially the hard Ecu would 
be likely to be used more by 
companies trading across the 
Community and by their haulm 
than by individuals, who are 
traditionally reluctant to give 
up the use of their national 
currency. 

Does the transition to Stage 
Three depend on complete sub- 
stitution of bard Ecus In place 


THE DELORS REPORTS STAGES TO EMU: 

Stage One: universal membership ol the exchange rate 
mechanism of the European Monetary System and 
completion of the internal market, including abolition of 
all exchange controls. Stage One began formally in July 
1990. . 

Stage Two: entry into force ol a new treaty on economic 
and monetary union and establishment ol the European 
System of Central Banks. 

Stage Three: transfer of full monetary and economic 
competences to Community institutions, irrevocably 
locked exchange rates and a change-over to a single 
currency. 

The dates for toe beginning of Stages Two and Three are 
undecided. 


the EMF and the use of the 
hard Ecu grew, the manage- 
ment of Ecu interest rates by 
the EMF could be expected 
increasingly to influence 
national interest rates rather 
than the other way round. 

Is the hard Ecu a one-way 
bet near realignments? 

No. First, the market would 
not be certain about the timing 
of any realignments in 
advance. 

Second, one or more na tional 
currencies would remain as 
attractive as the hard Ecu 
when a realignment was in 
prospect 

Third, the commitment not 
to devalue the hard Ecu should 
lead to time to somewhat lower 
interest rates an the hard Ecu 
than on other strong national 
currencies, imposing an inter- 
est cost on speculators to hard 
Ecus. 


of national currencies first? 

No. The exercise of market 
choices to favour of the hard 
Ecu would no doubt be one of 
the factors that would need to 
be taken into account by mem- 
ber governments in deciding 
when the time was right to 
move from Stage Two to Stage 
Three, but not the only one. 

Will the interest rate on the 
hard Ecu be lower than the 
interest rate on the strongest 

national nUTHICV? 

Once the credibility of the 
EMS was established, the inter- 
est rate on the hard Ecu would 
be likely to be lower because of 
the risk that the strongest 
national currency would 
change from one realignment 
to another. But the difference 
to interest rates would not be 
likely to be great 

What is wrong with the bas- 
ket Ecu (ie: the Ecu as cur- 


rently defined, comprising toe 
sum of fixed weights of toe 
national currenc i es of member 

countries)? 

First it would be inconsis- 
tent to promote the use of the 
basket Ecu, which represents 
the average inflation rate in 
the Community, while follow- 
ing a monetary policy based on 

the best A _ 

Second, the basket Ecu 
would be unlikely to be able to 
compete with the Deutsch- 
mark, unless member coun- 
tries were all prepared to mate 
a commitment to a single cur- 
rency on a specified future 
date, which they are not 

Third, Ecu interest rates 
could not be manged by the 
authorities while the Ecu 
remained a basket currency, 
because they would either 
have to remain very dose to 
the weighted average rates on 
the component currencies in 
the basket, or arbitrage oppor- 
tunities would develop. The 
only constraints on arbitrage 
of kind in short maturities 
would be transaction costs, 
liquidity constraints and dis- 
torting factors. 

What will happen to the bas- 
ket Ecn? 

One option would be to 
replace the basket Ecn with 
the hard Ecu at the beginning 
of Stage Two, with continuity 
in the Ecu’s external value at 
the point of change, in a simi- 
lar way to the proposed 
replacement in Stage Three of 
national currencies by the sto- 
gie currency via the Imposition 
of irrevocably fixed exchange 
rates. 

But this option would not fit 
easily with the principle of 
freedom of choice. The alterna- 
tive would be to allow basket 
Ecu contracts to run off, and to 
leave it to the market to devise 
ways of exchanging basket 
Ecus into hard Ecus once the 
launch of the hard Ecu had 
berii announced. 

How does the proposal help 
eastern Europe? 

Under the UK proposal, the 
hard Ecu would act as a Euro- 
pean standard of value, not 
simply for the Community - it 
could become a standard for 
the emerging democracies of 
eastern Europe as well. Like 
the gold standard, the hard 
Ecu would be the common 
denominator of the system: it 
would not need to be used in 
every case. Unlike the gold 
standard, the hard Ecn would 
be managed on the European 
standard by the EMF. 

The author, a director of Sam- 
uel Montagu, collaborated with 
Sir Michael Butler, a director qf 
Hdmbros, on a proposal for the 
hard Ecu which Mr John 
Major, the Chancellor, acknowl- 
edged when he put forward his 
own plan in June 


Tell ns about your 
compensation claims 
before the flood 


On 3rd September, the new system of recovering 
benefits from compensation payments for injury or 
illness will be introduced. 

This new system will be administered by the 
Compensation Recovery Unit (CRU) in Newcastle. 

We're now receiving notification of compensa- 
tion claims, where it seems unlikely that the claim 
will be settled before 3rd September. 

So far, however, the notifications haven't exactly 
been pouring in. More of a trickle in fact. 

Which means there's the distinct possibility of 


them flooding in immediately before 3rd September. 

So we'd like your notifications as soon as possible. 

Obviously, the earlier the notification, the sooner 
we can respond with the necessary information to 
allow compensation to be paid. 

Which will ease your work-load as well as ours. 

The notification procedure is easy, and we 
will happily give advice and information on the 
subject. 

Just phone us on 091 225 8560/8533. | 

In Northern Ireland phone 0232 63939. 
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Bush sidesteps Supreme Court pitfall 

An astute appointment is likely to avert a confirmation battle, writes Lionel Barber 


O NCE again. President 
George Bush has dem- 
onstrated his ability to 
counter-punch under pressure. 
His swift nomination of Mr 
David S outer, a little-known 
judge from New Hampshire, to 
fill the vacant seat an the US 
Supreme Court has temporar- 
ily disarmed critics on the left 
and right 

This is no mean feat Many 
respectable politicians, includ- 
ing Mr Robert Dole, the Senate 
Republican leader, warned 
over the weekend that the 
Supreme Court nomination 
could turn Into a bloodbath, 
particularly If fought over the 
single issue of abortion. 

; Supreme Court nominations 
are always contentious because 
of the Court's power to review 
laws affecting all aspects of 
American society. 

This year, the stakes were 
high er th an usual because Jus- 
tice William Brennan's abrupt 
resignation on health grounds 
last Friday removed a liberal 
stalwart of mare than 34 years 
from the bench, offering Mr 
Bush a chance to tot the bal- 
ance of the Court decisively in 
a conservative direction. 

In an election year, with his 
popularity showing signs of 
slipping and restiveness In his 
own party, Mr Bush decided it 
was time to play safe. 

Mr Souter, recently elevated 
to the First Circuit Court of 
Appeals in Boston, has solid 
conservative credentials with- 



Federal Appeals Court judge David Souter responds after Ms 
nomination by President Bush (right) to the Supreme Court 


out being an ideologue; but far 
more important from the point 
of view of the forthcoming Sen- 
ate confirmation hearings, the 
judge’s opinions on abortion 
and many other contentious 
Twtinmal toanpg r emain a mys- 
tery. 

Most of Mr Souter's pub- 
lished opinions from his seven 
years on the New Hampshire 
Supreme Court concern inter- 
pretations of subjects such as 
negligence, family law and 
criminal procedure. 

Moreover, he was confirmed 
only two months ago by the US 
Senate to the Court of Appeals, 
making it doubly difficult for 
Senators to turn round and 


reject him for his new post on 
the US Supreme Court 

The President it seems, has 
learnt a lesson from the then 
President Ronald Reagan’s 
disastrous nomination of Judge 
Robert Bork to file Supreme 
Court in 1987. 

Mr Berk's outspoken conser- 
vative views and his volumi- 
nous writings made him easy 
meat for the Democratic major- 
ity in the US Samite, which 
rejected the nomination over- 
whelmingly, mainly on the 
grounds that he would over- 
turn important earlier judg- 
ments on the right to privacy, 
affirmative actions pro- 
grammes for minorities and 


the landmark 1973 Roe ▼ Wade 
ruling offering women the con- 
rtiiutiniMl rigpt to an abortion. 

The contrast between the 
contentious Mr Bork - who 
took sensual pleasure in light 
cigarettes, martinis, large 
meals and Mew — and the 
self-effacing Mr Souter, the 
bachelor who takes long walks 
in the New Hampshire moun- 
tains and drives a beaten-up 
jalopy, could not be greeter. 

Mr Souter’s Intellectual cre- 
dentials appear beyond doubt 
He graduated from Harvard 
College in 1961 and two 
years at Magdalen College, 
Oxford, as a Rhodes Scholar. 

On his return to the US, Mr 
Souter entered Havard Law 
School and received his law 
degree in 1966. 

Having served in private 
practice, he then moved up the 
public sector ladder, becoming 
state Attorney General, an 
appointive office, in 1978. 

His elevation to the First Cir- 
cuit Court of Appeals and his 
latest nomination is largely 
due to the influence of two 
powerful political patrons in 
Washington: Mr John Suntmu, 
the former New Hampshire 
governor who is currently 
White House Chief of Steffi and 
Mr Warren Rodman, the for- 
mer US Attorney General of 
New Hampshire who is the 
state’s senior US Senator. 

Both Mr Rudman Mr 
Sonunu have quietly pushed 
Mr Souter's cause since the 


Aafaat of the Boris nomination. 


Mr Summit, who is the conser- 
vative within the Bush White 
House, is said t o ha ve 
remarked that his appo intment 
oLMr Souter to the New Hamp- 
shire Supreme court in 1988 
was his finest achievment as 
governor. 

Thus a brick wall has been 
built around Mr Souter, mak- 
ing it very difficult for oppo- 
nents to attack nomination. 

This will not prevent outside 
pressure groups such as the 
National Abortion Rights 
Action League from attempting 
to mohililse opposition around 
the abortion issue; but it is fer 
from clear whether key Demo- 
crats inch as Swwtnr Joseph 
Blden, who chairs the Judi- 
ciary committee, or Senator 
Edward Kennedy, will follow 
their leal 

Certainly, Mr Bush wafe 
einax an Monday evening when 
introducing a visibly over- 
whelmed Mr Souter to the 
White House press, the admin- 
istration intenHg at all COStS tO 
avoid turning the nnimfTHriinq 

Into a jifanna test On whrwHnn 

“It would have been inappro- 
priate to ask him his views on 
q » rin i» issues,” Mr Bush 

Sometimes - particularly dur- 
ing the meanepirited 1988 elec- 
tion campaign - Mr Bush can 
oscillate between playing Dr 
Jekyll and Mr Hyde. On the 
Souter nomination, the Presi- 
dent clearly decided it was 
time to play Dr JekylL 


Soviet republics likely to resist treaty 


By Leyla Boulton in Moscow 


THE KREMLIN expects a new 
treaty binding restive Soviet 
republics together to be ready 
by December, an adviser to 
President Mikhail Gorbachev 
aaiti yesterday. 

Mr Grigory Revenko, a mem- 
ber of the Presidential Council, 
also named eight areas of 
responsibility which Moscow 
plans to keep in a loose confed- 
eration of Sovereign states. 

However, the list, which 
includes not only defence and 
currency circulation, but com- 
puterisation, energy trans- 
port, is likely to meet fierce 
resistance from many repub- 
lics. 


“In December we hope for a 
first reading of that docu- 
ment,” said Mr Revenko, 
adding that after examination 
by the Supreme Soviet (parlia- 
mentX the treaty might be put 
to a referendum. 

The draft treaty is 
drawn up by experts from 
over the country. Top Soviet 
officials have been studying 
legal models from around the 
world, ranging from the US 
constitution to the Swiss con- 
federation. 

Mr Gorbachev proposed the 
switch to a loose confederation 
of sovereign states, with tai- 
lor-made ties to the centre, a 


month ago, in response to 

mounting 1 ethnic teiwinn anii 

nationalist yearnings. 

Most of the country’s 15 
republics - except the Baltic 
atataa which w a n t toil Indepen- 
dence — have expressed enthu- 
siasm for the plan. 

But in recent weeks, several 
republics have unveiled unilat- 
eral measures asserting their 
sovereignty. 

The Russian Federation, 
headed by President Boris Yelt- 
sin, has led with a series of 
challenges to Moscow, includ- 
ing a decision to take control 
of all banks. 

The Ukraine, the country’s 


second-largest republic, has 
eiflhneri the right to create its 
own security forces and its 
intention to N’ wwnB a neutral 
state. 

A relative latecomer in the 
nationalist fray, the Belo- 
russian parliament began dis- 
cussing a declaration of sover- 
eignty yesterday. 

Refer ring to the spate of uni- 
lateral decisions, Mr Revenko 
told reporters: “You've got to 
look at thfa realistically. 

“Today many serious docu- 
ments are Imbued with the 
atmosphere of a political meet- 
ing. They are not properly 

thought out.” 


New cuts In 
UK defence 
spending 


Continued from Page I 
Cabinet this morning - focus 
on a measured scaling down of 
Britain's defence capability in 
line with the diminished threat 
from the Warsaw Pact 

Mrs Thatche r is said to have 
rejected calls from some minis- 
ters for much more radical sur- 
gery and the bulk of the 
savings will not be available 
until after the general election 
due by mid-1992. 

Whitehall officials said yes- 
terday that Mr King was expec- 
ted to confirm plans for an 
eventual cut in armed forces 
personnel of around 50,000 
- with some 80,000 of that 
coming from the army, 15,000 
from the air force, and SfiOO 
from the navy. 

The 55,000-strong British 
Army on the Rhine (BAOR) 
will be si gn ificantly reduced, 
while the RAF will have to 
accept the closure of a number 
of its forward bases in West 
Germany. 

The navy will also be told to 
scale back its planned require- 
ments for new nuclear-powered 
hunter- killer submarines and 
to accept a reduction in its 
present notional complement 
at SO surface warships. 


British energy group plans to 
close two old power stations 


By David Thomas, Resources Editor, in London 


POWERGEN, the CK 
electricity generator which 
might be taken over by Han- 
son, the industrial conglomer- 
ate, is planning to announce 
the closure of two of its 21 
power stations later this week. 

'The stations, understood to 
be Carrington near Manchester 
and Klland in West Yorkshire, 
are both old, coal-fired sta- 
tions. Their closures are likely 
to presage a round (rf cost-cut- 
ting as PowetGea and National 
Power, its rival, move into the 
private sector. 

National Power is expected 
to Indicate that it wants to 
shed about SJOOO of its 16JXX) 
workforce over the next three 
to five years when it unveils 
its annual results tomorrow. 

PowerGen wants to shed 
about 1.000 of its 9,100 staff 
over the same period, although 
a Hanson takeover could he 
expected to accelerate that tar- 
get PowerGen’s two closures 
this week are likely to involve 
the loss of several hundred 
jobs. 

In an effort to thwart Han- 
son’s plans, Mr Frank Dobson, 
the opposition Labour Party’s 
energy spokesman, yesterday 


wrote to Mr John Wakeham, 
the Energy Secretary, saying 
that a future Labour Govern- 
ment would “require any indi- 
vidual or company to divest 
themselves of any holding in 
excess of 15 per cent This will 
not involve any public expendi- 
ture.” 

Separately, Mr Wakeham 
announced details of the share 
package to be made available 
to the 130,000 workers and 
60,000 pensioners in the indus- 
try on privatisation. 

The Energy Department cal- 
culates that the package is 
worth about £860 ($1,565) in 
free shares to an average 
employee, but was unable to 
quantify its total cost 

Mr Wakeham confirmed that 
PowerGen employees will 
receive similar financial bene- 
fits if the company is acquired 
by Hanson, although the 
Energy Department has not yet 
decided how these benefits 
would be paid. 

A notable feature of the 
share offers is that they will be 
available to the 14,000 employ- 
ees of Nuclear Electric, which 
is to remain in the public sec- 
tor. 


Nuclear Electric’s workers 
will be eligible for free shares 
in National Power, a competi- 
tor. 

Government advisers said 
this novel arrangement 
reflected commitments made to 
unions before the nuclear sta- 
tions were dropped from the 
privatisation process. 

El i gib le employees will be 
offered £140 of free shares plus 
£2 of free shares for every year 
of continuous service. 

They will be offered two free 
shares for every share they 
buy, up to a maximum of £440 
of free shares; a 20 per cent 
discount on a further £1,250 of 
shares; and priority application 
for a further £15,000 of shares. 

The Electricity Supply Trade 
Union Council yesterday told 
Mr Wakeham that they wanted 
to be consulted on the details 
of the conditions which a sin- 
gle purchaser of PowerGen 
such as Hanson would have to 
accept 

These conditions will go v e r n 
issues such as industrial rela- 
tions arrangements and the 
break-up of PowerGen. 
Background, Page 6; Observer, 
Page 12 


UK inflation 
unlikely to 
meet target 


By Philip Stephens, 
Political Editor, in London 


MR JOHN MAJOR, Britain's 
Chancellor of toe Exchecquer, 

acknowledged yesterday that 

the Government is unlikely to 

meet its target of bringing 

down inflation to 5 per cent by 

toe middle of T*»Tfr year. 

He also acknowledged the 

possibility that the plans of 

some of Britain’s European 

Community partners to move 

rapidly towards full economic 

and monetary nniira could Iftad 

to a two-speed Europe. 

Mr Major insisted that high 

interest rates were succeeding 

in curbing demand in toe econ- 

omy. Inflation, currently at 95 
per cent, was likely to rise “a 

little higher", before falling 

back later in the year and con- 

tinuing to decline through the 
first half of 199L 
Facing a strong attack in 
Parliament from Mr John 
Smith, the opposition Labour 

Party’s shadow chancellor, cm 

the Government’s handling of 

the economy, Mr Major added 

that the pace of price rises 

would decelerate “a bit more 

slowly than we had hoped.” 

That was taken as indicating 
that the Treasury's internal 

forecasts now paint to an infla- 

tion rate of closer to 6 per cent 
in mid-1991 than the 5 per cent 

forecast at the time of the Bud- 


It will also reinforce the 

expectation among most senior 

ministers that, barring unfore- 

seen good news, the earliest 
likely date for a British general 
election - due by mid-1992 at 
the latest - is the autumn 
rather than June of next year. 
Mr Major said that the evi- 

dence that the Government’s 
present policy was working 

was indisputable: “It is there 
for all to see in toe housing 
market It is evident in the 

high street and in the sales at 

new cars. 

“It is evident in slower 
money growth and in the eas- 

ing of capacity constraints in 
industry and a better export 
performance.” 


The battle of Konigsberg 


Continued for Page 1 

help. That is what several peo- 
ple told us. But it is toe eco- 
nomic zone which has all the 
arguments in favour of iL” 

The entire German popula- 
tion of the region was 
deported, or fled, when toe Red 
Army took over. Today, virtu- 
ally afl the 900000 inhabitants 
have settled there in the last 40 
years, predominantly from 
Russia, with a few Polk, Lith- 
uanians and Soviet Germans. 

There was a brief suggestion 
that it might become a new 
autonomous republic is the 
Soviet Union for the Volga Ger- 
man population, deported by 
Joseph Stalin. But they do not 
want to go there. Dr Lebahn 
said. They either want their 


own area back, or they want to 
go straight to West Germany. 
They don’t want to step any- 
where in between.” 

Deutsche Bank has not 
signed any commitments. Dr 
Christians said, but it has 
agreed to lend its substantial 
support to promoting the idea 
of the special zone, encourag- 
ing contacts for management 
framing , scfontHto and c ultura l 
exchanges. 

For the Deutsche Bank 
chairman, it is obviously a per- 
sonal mission: “Having been a 
soldier there 45 years ago, 
wounded there, having seen 
what happened in a hostile 
maimer - it is time to look fear 
mutual understanding, to look 
at it the other way round.” 


Greenspan downplays interest rate cut 


Continued from Page 1 
recovering. At midseraion, the 
blue chip index was quoted 
7.92 points lower at 2896.78 on 
heavy volume. 

The US Treasury’s bench- 
mark long bond was quoted A 
point lower than Monday's 
weak close with general con- 
cerns about price pressures 
heightened by a jump In crude 
oil prices. 

The dollar weakened to 
stand at DML6150 at nridses- 
sion from a high of DML6280 
earlier in the day. 

Mr Greenspan expressed 
general confidence in overall 
conditions, though admitting 
that the New England econ- 
omy was now “dearly in some 
difficulty." 


National activity was “very 
sluggish’* and “quite soft," he 
said. 

As bipartisan budget tallw 
are stepped np, he said a defi- 
cit redaction package in the 

$50 bn to $60bn range in fiscal 
1991 could be achieved with- 
out unnecessary economic 

risks. 

The Bush A dminis tration 
and Congressional leaders 
hav e now reached a closer 
understanding on the gf»* of a 
deficit reduction package and 
on the broad range of spend- 
ing and tax changes, but sub- 
stantial disagreements remain 
on the specific mea sur e s . 

After the first of a dally 
series of meetings this week at 
toe White House, Mr Richard 


Gephardt, the Democratic 
House Majority leader, said 
“the ranges are ones that 
everybody can pretty well 
believe can be done. What gets 
hard is the details.” 

Mr Gephardt added that 
wide differences of detail still 
remain over entitlements, 
non-defence discretionary pro- 
grammes, user fees, tax reve- 
nues, enforcement and budget 
process reform. There are ai«n 
disputes over the range of 
defence cuts. 

Mr Gephardt said that it 
was still possible to get a bud- 
get agreement before Congress 
goes into recess on August 3 
or 10, but warned that folk* 
might not be concluded until 
September. 
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Scrambled messages 
from Reuters 


Reuters is the frmd of glamour 
stock that cannot afford to dis- 
appciiuL Yesterday it reported 


Reuters 


a perfectly respectable 26 per 
emit rise in interim 'earnings 

and hinted that full year prof- 

its may be only 20 per cent 
a he ad, as opposed to earlier 

market predictions of 24 per 

cent. The shares plunged 15 

per cent, which in terms of rel- 

ative pe r form ance is much 
worse than any thing hap- 
pened daring the stock market 
breaks of October 1987 and 

1989. 


Share price relaSve to Die 

FT-AAS-Sfwe Index 


As a near-monopoly , supplier 
which is i 


in a business which is undergo- 
ing rapid technological and 
product changes, it would be 
foolhardy to pretend that Ren- 

ters’ position is impre gnable . 
The slump in profits of compet- 
itors like Telerate and the 
rapid development of such 
niche operators as Bloomberg 

are a reminder that the bound- 

ary between success and fail- 
ure in this industry is not 
wide. The strength of steriiag 

will hurt second half profits; 

cancellation rates are rising; 

and the payback period of new 

products, like Money 2000 and 

Dealing 2000, is probably lon- 

ger than some suspect Never- 
theless, there was nothing in 
yesterday's results to suggest 

that Retdms is not capable of 

continuing to grow considera- 

bly fester than the market. 

Perceptions are afi-bnportent 
here. A year ago Reuters was 

selling on 20.7 times historical 

earnings. A week ago it was 
standing an a multiple of 30. 
Even after yesterday’s correc- 
tion It is still selling cm 24 

tjmPB Aarafngg, malrfiw it th e 

mast highly rated stock in the 



1967 88 


FT-SE, bar a couple of off com- 

panies. Over the last year, the 
Mdnrli* mu Hi pip on tile FT-A 

500 has fallen by a sixth. Over 

the samp period toe multiple 

on the S&P Industrials has 

risen by more than a third. 

Ranters is a stock driven by 

American buying; yesterday's 
savage correction merely 
shows what happens when 
Wall Street feels jilted by a 
glamour stock. On purely fun- 
damental grounds, Reuters is 


as hard to value as ever. 


Oil 


President Hussein's howitzer 
diplomacy in - advance of the 

Opec summit has probably 

removed any downside risk in 

the ml price In the near term. 

But if so, that only increases 

toe urgency of questions about 

what might happen later in 

1990 and throughout 1991- 
Iraq’s talk of a $25 a barrel oft 
price probably only deserves to 

be taken seriously if viewed as 

a five-year target; but Brent 


crude averaging $21-plus in 
1991 now looks distinctly possi- 
ble, if by no means certain. 
The implications for oil com- 
pany earnings, let alone the 
world economy, are so wide 

ttyrt the stock market needs to 

look at the idea very closely. 

The stakes are getting 
higher. For BP. the UK oil 
major most operationally 
geared to crude .juices, every 
’ extra $1 a barrel translates into 
about $200m of extra net 
income. The effect of an oil 

price of $21 throughout next 

year might be to add £350m or 
more to after-tax profits. This 

fe tonteliring arithmetic; and if 

the OPEC meeting produces 

tiw expect e d 225m b/d quota, 

one could well understand the 

stock market pushing oil 
shares up again strongly. 
There were strong indications 
of that already yesterday, in 
the way the market seized 
upon signs that Saadi Arabia 
has detached itself from 
Kuwait and the Emirates and 
fallen in on the Iraqi and, Ira- 
nian side. 

But this needs to he kept in 
perspective. A prolonged 
period of firm or rising oil 

prices depends not just on a 

22.5m b/d quota but an : 

it stick. With US oil stocks 

significantly above last sum- 

mer’s level, it will take some 
time to use up the 80 

there could still be some tem- 

porary autumn softness. And 
though Iraq has doubtless won 

this round of its on war with 

Kuwait, to be successful for 
long ft needs to be sure of 
Saudi supports and there more 
evidence maybe needed. 


points lower. Clearly, I/nklan 
and toe Continental European 
equity markets have held up 
remarkably well in the fece tf 
some rather bearish noises 
coming out of Japan and the 
obvious nerves on Wall Street 
The UK equity market is 
heing TiTwtar pinned by the hi gh 
level of institutional li q u idity 
and Continental companies are 

not repeating the same kind or 

earnings disappointments as 
their US competitors. Never- 
theless, if the weakn ess of 
gl obal -bond markets persists 

for much longer fit is hard' to 

see share prices moving ahead. 

Similarly, it is bard fear major 
equity markets to igno re , jar . 
long any sustained wea kn ess 
in the ti y fl iar or Waff Street' . 


Markets 

Was it all a storm in a tea- 
city? A week ago most at the 
world’s equity markets were 
nudging new highs. Since then 
Tokyo has fallen by 4.4 per 
cent. Wall Street by slightly 
less and the FT-SE 100 is 55 


Anglo Group PLC 

has sold its whofly owned subsidiary 
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Reed Intnl 

The UK market's cap acity 
for surprise continues to aston- 
ish. Reed International’s can- . 
tious AGM statement yester- 
day covered all the themes 
which should now be familiar 
the UK consumer downturn, 
overseas earnings and the 
property collapse. Neverthe- 
less, toe shares fell by 7 per 
cent. Despite any amount of 
bad news, it seems, the mar- 

ket's mood remains one of Irre- 
pressible optimism . until 
proved wrong. 

The most telling part of 
Reed’s message is the contin- 
ued squeeze on UK advertising 
revenues. Regional n e w sp aper s 
had long since been affected, 

followed by consume r ma ga- 

mww But the. start' of 
Reed’s ft™*"*™! year in April, 
business magazines have been, 
hit as well. And in both busL 
ness and consumer publica- 
tions. recruitment adverifsbur - 
seems to be suffering to an 
extent which serves as a: warn- 
ing on the underiying trend to 
UK employment. It is now 

Reed’s a ss um ption that there: 

wifi be no improvement before 

next March's, ytor muL 
The markets hopes for toe 
current year have wen revised 

in line with the fell hr the- 

share price* to around £295m 
before tax. 'Though this is a 

decline from last year's £30Bm, 

that Ind n a qi) Wftw of eXOSD- 
tionals which Will not be 
re peated, -Befog largely -based 

around 6 per cent, which is 

stiff rather at odds with the 

rapid growth promised from 
Seed's tra nsformati on to pure 
publisher. At 433p toe shares 
are on almost 12 times earn- 
ings. Reed may have bean 
unlucky to the timing of Its 

grand strategy; but the market 

still seems to be -giving it the 
benefit of the 





rt -j 




tide s 


■-tjz l*!' 


■ V ’j .?* 

' -zrzc~'. 

~v ■ V v J- 
"TV'S <£•» 

•- - ™i! 

•ss 

: — f. • 

Vs 


au&r* 

Ifeprfe 












«d H-Htf 













15 





3RFRAME1 


Window & Door Systems 
for the World Market 



Tel: 0773 852311 


FINANCIAL TIMES 


COMPANI FS & MARKETS 


• THE FINANCIAL TIMES LIMITED raw 


Wednesday July 25 1990. 


We set more 
wheels 
in motion 

RJHQARE 

Ijea^uglinitcd 

337 ftmteFtoad. Bournemouth. Dowflt8H12T AE. 
■R* (0202) 752400 Tetac 41351 Fax: (0202) 7S2B0Q 




*£■»«» 

aLains 


0 v e r sEas°5^t 

»■& 

•*®d £nn«Z^®?C 


aaes. But *5* 

Sp»»*35 

- as 

s ■* <ss 

" CE -*> rajBbllaa- 

jeeas to 
=«eati ifeWtoT: 
tlc-athsmSfr 

02 *0*3 1. 

‘W maiefiw, 
:3r reK?earhintfe 
2 lae 

^ Price, ta ac; 
*-we tax. Um* 
'•Kliasfrcmiag 
iai tp.rb*H rj,. 
ioaals which £ 
apesiEd, being ^ 

2 property i 
spiled nadafc 
round 6 per tc 
SS! r^hs at £. 
»pid growth (cc, 
«d's taaant 
ubLsfcer. At 5$: 
re on ateast li 
y;s. Reed sast 
'.■lcky in tint 
: ssd srst^rfeE 
J1 sdsss a Ite 
• aeQtaf taste 


jRlTl^ 

FED 



INSIDE 


Bad result hits 
Dow Chemicals stock 

A 50 par cent plane* In net income at Dow 
Chemicals, the second biggest us chemicals 
group, took analysts and the stock market by 
surprise yesterday. Dow's aecond-quartor net 
Income of S384m or 51.34 a snare was sfgnM- 
carttty worse than analysts forecasts. The com- 
pany's slock plummeted 56 1 * to 952 at mid-day 
yesterday in one of the steepest declines of the 
mamJng on the New York Stock Exchange. 

Page 18 


Skoda seeks nuclear partner 

Skoda, the big Czechoslo- 
vak engineering group and 
car maker, is looking tor a 
western partner to help it 
bring Czechoslovakia's tour 
nuclear power stations — 
two existing ones and two 
under construction — up to 
western safety standards. 
Since the beginning of the year, it has talkod to 
leading producers of nuclear generating equip- 
ment Including Westinghoima. Asaa Brown- 
Boveri (ABB) and Siemens-Framatorne. Leslie 
Colift reports. Page 18 


Hambros unvotts bid for HATT 

Hambrda. the merchant banking group, has 
unveiled ■ recommended offer tor Hambros 
Advanced Technology Trust valuing the sped- 
alt&od investment trust at some £24. 5m. The 
offer was made as Had reported a doubling of 
pre-tax profits for the six months to March 31. 
Page 21 



Pow ni ido of being number otw 

John Reed, chairman of America's leading 
commercial bank, Citicorp, has had a rotten six 
months. The group's total net Income has 
nearly halved since the beginning of the year, 
hit by the mounting real estate crisis and a 
tumble to the group's corporate finance and 
Investment banking profits, to the currently 
sluggish U& economy, Citicorp has become a 
symbol of the depressing short-term earnings 
and asset quality outlook for the US banking 
community as a whole. Alan Friedman reports. 
Page 18 


Iraqi sabre rattRng 
and the price of off 



The spectre of Iraqi troops marching up to the 
disputed border with Kuwait will haunt the 
Opec ministerial meeting starting tomorrow in 
Geneva in which ministers must decide 
whether to keep or raise the reference price 
tor a basket of Opec crudes. Iraq wants higher 
prices, whereas Kuwait does not Steven But- 
ter and Victor Mallet ask whether continued 
Iraq! pressure could change the balance of 
power within Opec in favour of the price 
hawks, leading to a period of significantly 
higher ofl prices. Page 24 
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Cancellations hit Reuters shares 


By Andrew Bolger 

SHARES in Reuters Holdings fell 
by 15 per cent yesterday after the 
financial Information and news 
group said that ca nce l lati ons of 
its serecn -based services to the 
world’s financial markets had 
Increased. 

Reuters, which has been one of 
the best performing stocks in 
London In the lost 16 months, 
saw its shares close yesterday 
lB4p lower at 1045p. 

Ur Glen Renfrew, managing 
director and chief executive, said: 
“ Conditions In financial markets 
remain difficult and cancellations 
of Reuter services, which were 


already high, have recently risen 
further, reflecting office and 
departmental closures and econ- 
omy drives by major clients, 
including US organisations with 
international networks. 

**The cancellations have been 
heaviest In the UK US, Taiwan 
(where regulations produced 
major cutbacks In the commodi- 
ties business), Hong Kong and 
Australia.” Mr Renfrew said that 
despite certain negative signs 
“there are still, however, many 
positive points." 

Reuters repotted pre-tax profits 
up 23 per cent to £16Tm in the six 


months to June 30, with revenue 
up 26 per cent to £666m and earn- 
ings per share also up 26 per cent 
to 2S.9p. The interim dividend is 
4.4p, a rise of 22 per cent. 

The strength of revenue was 
partly due to the relative weak- 
ness of sterling against most 
major currencies during the 
period, but underlying growth 
was about 19 per cent. 

Mr Renfrew said net new 
orders for rental products, 
though down on last year, 
remained substantial, especially 
in Reuters' main countries. New 
products were selling well and 


cancellation rates were low. 

He added: “We shall trim 
costs where we can without dam- 
aging growth prospects. On bal- 
ance we expect continued good 
growth but do not think growth 
rates for the full year will mqrtgfi 
those of the first half." 

Mr Renfrew said- “Although we 
cannot be sure, we do believe rev- 
enue will start in the fairly near 
future from our new automated 

trading products." These include 
the second phase of Dealing 2000, 
which will provide automated 
matching of foreign exchange 
buy and sell orders, and Globex, 


which will provide similar facili- 
ties tor futures trading. 

Reuters said North American 
revenue growth was restrained 
by a further decline in sales of 
trading room systems by its sub- 
sidiary. Rich, but information 
and transaction products sold 
well. Sales of trading room 
systems worldwide were excel- 
lent, In welcome contrast to last 
year. 

The US shareholding in Reu- 
ters was now just under 48 per 
cent, compared with 46 per cent 
at the end of last year. 

Lex, Page 14; Picture, Page 21 


Gentleman player 
sets its sights 
oil the big league 


By Bernard Simon 

I F THE pundits are correct. 
Molson Companies of Canada 
and Australia's Elders 1XL 
are about to broaden their year- 
old brewing alliance. 

A deal could give Molson a 
strong presence In a group link- 
ing its own brands with Fosters 
lager and Courage In the UK 
along with the British Watneys 
and Truman lines which Elders 
may inherit. 

It would come at a time when 
the debt-burdened Elders is 
undergoing a rapid contraction - 
in contrast both to the Melbourne 
company's swashbuckling expan- 
sion of previous years and to Mol- 
son's own two centuries or more 
as a dignified, even dull, symbol 
of old Anglo-Canadian money. 

Molson and Elders are partners 
in Molson Breweries, Canada’s 
biggest beer group and the third- 
largest supplier of imported beers 
to the US. It was created when 
Elders put Carling O'Keefe, then 
Canada's third-ranking brewer, 
into a joint venture with Molson. 

Explaining a decision earlier 
this month io raise C$300m 
(US$260-86m) in new equity and 
debentures, Molson disclosed 
that it is in “preliminary discus- 
sions" for an acquisition which 
would “significantly expand Its 
brewing interests beyond North 
America.” 

Molson’s war chest also 
includes a C$800m credit facility 
with 33 banks arranged last year 
tor its brewing business. 

The company will not com- 
ment further on its intentions. 
But almost all outsiders assume 
that the tocus is Elders, and spe- 
cifically its Fosters beer business. 

Elders is in the process of shed- 
ding Its resources, agribusiness 



hwiirito 


aloof, sometimes jovial but always forceful*: Mickey Cohan, head of Molson 


and other Interests to become a 
producer purely of beer, at which 
point it intends to rename itself 
Fosters Brewing Group. 

“One way or another, what 
Molson is after Is a major share- 
holding in Fosters,” says Mr 
Michael Palmer, drinks analyst 
at McCarthy Securities of 
Toronto. His scenario is that Mol- 
son will put Its half of the North 
American venture into Fosters, 
in the process acquiring at least a 
large minority stake in the 
world's fourth-biggest brewer. 

Given Elders' controlling inter- 
est in Courage, the big UK 
brewer, closer ties with the Aus- 
tralian group would accord with 
Molson’s intention to make the 
UK its “primary target" tor ex- 
pansion outside North America. 

Also, any deal would be likely 
to involve the brewing interests 
of Grand Metropolitan, if the 


British competition authorities 
sanction its proposed asset swap 
with Elders. 

Under *M g GrandMet aims to 
hand over its Watneys, Truman, 
Ruddles and Web6ters operations 
in return for gaining manage- 
ment of the 8,500 Courage public 
bouses. 

The Monopolies and Mergers 
Commission is due to deliver its 
recommendation by August 2L 

The link with Elders, even if it 
does not get that far, already 
reflects an important change in 
the character of the Canadian 
company. 

Although the Molson family 
remains its controlling share- 
holder, a more vigorous manage- 
ment was ushered in at the end 
of 1988 with the appointment of 
Mr Mickey Cohen as chief execu- 
tive. 

Mr Cohen, 55, has had a 


remarkable career which has 
taken htm to the top ranks of a 
profession (as a tax lawyer), of 
giive niment (as deputy minister 
- the top civil service job - of 
the Department of Finance in 
Ottawa), and now of business. 

Prior to joining Molson, Mr 
Cohen was for three years presi- 
dent of Olympia & York Enter- 
prises, at the time the vehicle for 
the non-real estate investments 
of Toronto's famed Reichmann 
family. 

Some of the changes he has 
made in his latest job have raised 
eyebrows, and none more so than 
aspects of Molson's relationship 
with Elders. 

Besides the North American 
brewing partnership, Molson has 
sunk C$135m into Harlin Hold- 
ings, Elders' troubled bolding 
company, including C$45.4m in 
equity (giving Molson a 6 per 


cent shareholding in HarKn) and 
CS90m in the form of a subordi- 
nated note. 

The Canadian company has 
also provided a CS97m guarantee 
on a loan to Harlin, carried on its 
books as a contingent liability. 

Molson acknowledged in the 
prospectus for its forthcoming 
share and debenture issue that 
Elders’ financial troubles “have 
led to questions about the finan- 
cial viability at Harlin and the 
value at the Harlin investment” 

Dividends from Karlin’s 55.8 
per cent stake in Elders have not 
been enough to cover interest lia- 
bilities, and Harlin is in default 

on loan agreements because the 
value of its Elders holding is less 
than its borrowings. However, 
Harlin is believed to be drawing 
on lines of credit to meet interest 
payments. 

Mr Cohen - sometimes aloof; 
sometimes jovial but always 
forceful - makes no secret of bis 
vision for Molson. He told the 
annual meeting last month that 
“the Canadian market is a rela- 
tively small one, and we are 
already a large player in it We 
have to create some elbow room.” 

His remarks apply not only to 
the beer business, which contrib- 
utes two-thirds of Molson’s prof- 
its and gets most attention from 
outsiders, but also its two other 
main subsidiaries - Diversey 
Corporation, a leading interna- 
tional supplier of cleaning equip- 
ment; and Beaver Lumber, a 
retail chain with a 12 per cent 
slice of Canada’s building sup- 
plies and hardware market 

Molson also has a sports and 
entertainment division, whose 
assets include the Montreal Can- 
adians, one of North America's 
top ice hockey teams. 

Mr Cohen has brought a new 
edge to Molson, reflected in ways 
such as a lower Income tax rate 
and a wflTMgHWBn t shake-up. 

Elders* troubles axe thus turn- 
ing into not only an opportunity 
for the new-look Molson, but also 
a key test of Mr Cohen's mettle 
as a b usinessman. 

As securities analyst Mr 
Palmer puts it “The old Molson 
was stodgy, but unlikely to fan 
off a cliff Now, there’s a chance 
they'll fell off a cliff, but there’s 
also a c han ce that they'll do 
extraordinarily well." 


Bond may 
take legal 
action 
over BSB 

By Raymond Snoddy 
in London 

MR ALAN Bond, the financially 
troubled Australian business- 
man, is believed to be consider- 
ing legal action against the 
shareholders of British Satellite 
Broadcasting, the satellite ven- 
ture in which he was once the 
largest shareholder. 

Mr Bond, who invested £154m 
(5280.28m) in the five-channel 
television venture, has written to 
shareholders expressing displea- 
sure at their derision, announced 
yesterday, to end the period of 
grace in which he could sell his 
shares without suffering serious 
dilution of his stake. 

The lapse of the period m e ans , 
in effect, that Mr Bond has lost 
between £80m and £90m on his 
■ investment at a time when he Is 
fi ghting for his financial survival. 

BSB said its four main share- 
holders - Granada, Pearson 
(publisher of the Financial 
Times). Chargeurs and Reed 
International - had decided that 
no further extensions would be 
granted to enable a purchaser 
introduced by Bond Corporation 
to acquire shares in the consor- 
tium. Mr Bond, who once held 34 
per cent of the venture, which 
launched its satellite sendee at 
the end of April, was given until 
the end of May to either take up 
his rights in a £900m financing 
package, sell his stake or see it 
diluted to 7.5 per cent 

Although technically the share 
dilution took place at the end. of 
May, Mr Bond was given an 
extension to tty to find a buyer 
from an agreed list of six poten- 
tial purchasers. 

Apart from expressing his dis- 
pleasure, it is believed Mr Brad 
has warned the shareholders that 
he reserves his legal position. 
However, it was not dear last 
night whether rumours that Mr 
Bond planned to issue a writ 
against BSB shareholders were 
true. No writs had been received. 

Mr Bond's anger is Ukely to 
centre on the feet that there were 
three serious potential nuchas* 
ers of the Braid shareholding — 
Mr Robert Maxwell, publisher at 
Mirror Group Newspapers; Mr 
Michael Green, chairman of Carl- 
ton Communications; and Mr 
Conrad Black , chairman of the 
Daily Telegraph - yet none were 
willing or able to complete a deal. 

Research into cable television 
viewing published by the Cable 
Authority at the weekend sug- 
gests that BSB has some catching 
up to do on its rival Mr Rupert 
Murdoch's Sky Television. The 
research carried out in May, the 
first month of BSB's national 
transmissions, showed Sky Mov- 
ies and Sky One Ear ahead of the 
BSB channels in audience share. 


Morgan Stanley reports sharp 
drop in second quarter income 

C 3 u .Invut Rinh In Naui Vr»rlr 


By Janet Bush In New York 

MORGAN Stanley, one of the 
leading Wall Street securities 
houses, yesterday reported that 
its net income had virtually 
halved in the second quarter 
compared with a year ago, 
largely due to sharply lower reve- 
nues from Investment banking 
trading. 

Net income totalled $58m or 
$1.44 a share compared with 
$112. lm or $2 l 83 a share in the 
second quarter of 1989. Net 
income in the first quarter of this 
year was a healthy $82. lm. Total 
revenues In the second quarter 
dropped to 9L45bn from $1.52bn a 
year ago. 

These results clearly disap- 
pointed investors, and Mor 
Stanley's share price had 
$4% to $68 at midsession. 

Under t-hft nhalrmnnaM p of Mr 
S. Parker Gilbert the company 
had a return on equity in 1989 of 
nearly 28 per cent compared with 
an industry average of scarcely 6 
per cent, and has been widely 
regarded as one of a handful of 
Wall Street firms well-positioned 
tor the competitive conditions of 
the 1990s. 

Revenues In the second quarter 
last year included a pre-tax gain 
of $51.5m from the restructuring 



S. Parker Gilbert: investment 
hanking business falling 

of investments in its merchant 
banking portfolio. 

The firm said its second quar- 
ter had been negatively affected 
by a decline in the overall vol- 
ume of investment bn wiring busi- 
ness and a fell in trading reve- 
nues, largely due to lower 
volatility In the foreign exchange 
market. 

Investment banking revenues 
plunged to $166. lm in the second 
quarter compared with $226.4m a 


year ago and trading revenues 
fell to $201^m from 822&5m. 

Morgan Stanley said these 
declines were partially offset by 
gains hi asset management revs- 
nues and equity commissions. 

Salomon Brothers continued to 
score heavily from securities 
trading hut its overall perfor- 
mance was once. again under- 
mined by significant losses from 
commodities trading. 

The company earned net 

jn raTTip of In t frp Second 

quarter, virtually the same as 
$119m in the first quarter but 
well below the record $253m in 
the second quarter of 1988. 

However, in the first six 
months Salomon earned net 
income of $239m, a 6 per cent 
increase over the $225m in the 
same period a year earlier. 

Salomon’s flagship securities 
operation achieved pre-tax earn- 
ings of $211m in the second quar- 
ter compared with $21 8m in the 
first quarter and the record 
$364m earned in the second quar- 
ter of 1989. 

This division earned $429m in 
the first half, the best perfor- 
mance ever and a 65 per cent 
jump over the $258m earned in 
the first half of last year. 


ICL’s ex-chief backs Fujitsu deal 

By Alan Cano in London 


DR ROBB WOmot, the former 
managing director of the UK 
computer maker, ICL. and author 
of the technology deal with 
Fujitsu in 1981 which ensured its 
survival, has given powerful 
approval to the plan to sell STC’s 
computer arm to the Japanese 
company. 

He says the company would 
generate better profits than if it 
were left under the control of 
STC, which he believes has a cau- 
tious outlook out of place with 
the pace of the modem Industry. 


In an interview with the Finan- 
cial Times today, he says that 
only a deal of that kind can guar- 
antee ICL’s survival, so dramatic- 
ally has the computer industry 
changed over the past decade. 

He reveals that a grand design 
to put together ICL, Nlxdorf, the 
West German minicomputer 
manufacturer and Olivetti, the 
Italian office equipment supplier, 
to form a pan-European systems 
integration operation, foundered 
because the three groups could 
not agree details such as the 


nature of the merger and how 
control would be established. 

Dr Wilmot departs from the 
conventional image of computer 
manufacturers' spending huge 
amounts on research and devel- 
opment to become lowest cost 
producers. He says computer 
makers must be transformed 
through research and develop- 
ment into systems integrators 
able to solve customers needs 
through sophisticated software 
tools techniques. 

Interview, Page 23 


THE FIDELITY EDGE 


GLOBAL 
INVESTMENT 
MANAGEMENT 
AT ITS 
BEST. 


Fideflcy is one of the world's leading investment 
management organisations with a network of strategically 
placed fund management operations covering die globe. 

Single-minded dedication to providing superior 
investment performance is the foundation of our business. 
With one of the largest buyside research teams in the worid, 
the resources we commit to generating sound, original 
investment ideas are probably unsurpassed in the fund 
management business. 

And, because Fidelity is a privately-owned company, 

we're better able to invest in the people and systems to excel in 
the future — a paramount consideration when choosing an 
investment manager. 

It’s no wonder companies within the Fidelity 
Organisation together manage over $120 billion. 

For further information, please contact Hilary Smith, 
Director, on 44 71 283 99U- 
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France signs $4bn deal 
to sell power to Spain 


By Tom Bums in Madrid 

FRANCE win supply Spain 
with up to 1.000MW of electric- 
ity midway through the 1990s 
under a Pta4Q0bn ($4bn) deal 
signed between Electricity de 
France (EdF) and Red Electrica 
Espanola (Redesa), the state- 
controlled operator of Spain’s 
high voltage network, officiate 
in Madrid said yesterday. 

The import agreement, 
which was signed in advance 
of a national energy plan 
expected to go before the Span- 
ish parliament later this year, 
is the first Important step that 
the Madrid Government has 
taken towards meeting a proj- 
ected 7.500MW capacity deficit 
at the end of the century. 

Hitherto EdF had ex port e d 
small amounts of its surplus 
power to Spain to make up tor 
temporary shortages south of 
the Pyrenees. 

The decision to import in 
bulk from France casts further 


doubt an the possibility that 
the new energy plan will end a 
1984 moratorium on nuclear 
power. This resulted in the 
mothballing of five plants 
which were at the time under 
various stages of construction. 

The private electrical utili- 
ties are pressuring the Indus- 
try Ministry to allow at least 
one unit of the giant Valdeca- 
balleros nuclear project in 
Extremadura, which is all but 
completed, to come go stream, 
but tha issue has become 
extremely sensitive in Spanish 
politics. 

Officials said that Mr Clau- 
dio Aranzadi, Industry Minis- 
ter, was considering further 
agreements to step up energy 
imports. Analysts say these 
would be necessary if the 
2.000MW Valdecabafleros plant 
is finally shelved. 

The Redesa-EdP agre em en t , 
under which Spain's public 


sector will distribute the 
power, apparently forestalls 
the French company's ability 
to sell directly to Spanish users 
in the mid-term after 1992 
when, theoretically, power sup- 
ply markets should be liberal- 
ised. 

Meanwhile, EdF announced 
that it will buy three uranium 
minus from the US group Pin- 
nacle West Capital. Reuter 
reports. EdF will collaborate 
with Total-Compagnie Fran- 
Caise des Petioles to exploit the 
mines. EdF said the two groups 
are currently holding talks on 
combining their mining activi- 
ties in the US, but declined to 
give further details. 

EdF will acquire the mines, 
with reserves of around 15,000 
tonnes, through its fully-owned 
subsidiary Fuel International 
Trading Corp. No financial 
details were immediately 
available. 


Estate Mortgage trusts warning 


By Kevin Brown In Sydney 

ABOUT 10 per cent of the 
60,000 investors in Australia’s 
crashed Estate Mortgage prop- 
erty trusts may recover as lit- 
tle as four cents In the dollar, a 
creditors’ meeting was told 
yesterday. 

The forecast, provided by 
Macquarie Investment Manage- 
ment, a management company 
installed after the crash by 
Bums Fhilp, the trustee com- 
pany, is significantly lower 
than the estimate of 26 cents 
indicated in an earlier report 
by KFMG Peat Marwick, the 
accountants. 

However, Macquarie said 
many investors were likely to 
recover much larger sums. 


Estate Mortgage operated six 
trusts, all with cUfferent liabfli- 
tjtes awl assets. 

The trusts were frozen after 
government intervention in 
April because of liquidity prob- 
lems. They are the largest of 
their kind in Australia with 
assets of A$920zn ($720m) 
before provisions for bad debts, 
and deposits of around 
AS6402XL 

Many of the depositors are 
elderly people who were 
attracted by Estate Mortgage’s 
advertising, which stressed the 
safety of investments. 

One elderly woman told yes- 
terday’s meeting that she and 
her husband had invested 


A$12Qj0O0 in the worst affected 
trust. 

Mr Peter McGovern, a direc- 
tor of Macquarie Investment 
Management, said there had 
been no dear rationale behind 
Estate Mortgage’s borrowing 
record, and its credit risk 
assessment had been inade- 
quate. 

Estate Mortgage was the 
first of a number of thwJmwV 1 
Australian finanriai institu- 
tions to run into trouble. The 
privately-owned Farrow Corpo- 
ration building societies group 
has since closed, and three 
other property trusts have 
suspended unit redemption 
arrangements. 


Sapporo first-half earnings up 2.3% 


SAPPORO Breweries, Japan's 
second largest beer brewer, 
edged up pretax earnings 2JA 
per cent m the first half to 
Y5.69bn ($38.2m), AP-DJ 

reports from Tokyo. 

Net profit went up faster, 
climbing 17.7 per cent to 
Y2.83bn, reflecting a cut in 
extraordinary losses. Sales 
amounted to Y220Bbn, up 2 J» 
per cent. 


Sapporo officials said 
demand for beer in the domes- 
tic market expanded by around 
8 per cent as a result of the 
introduction of new products. 
Beer sales came to Y2Q23bn, 
up 4 per cent Those of soft 
drinks slipped 5 per cent to 
YRTlbn. 

Exports rose 21 per cent to 
YLlSbn. In an attempt to pro- 
mote sales in Europe, Sapporo 


has established a representa- 
tive office in Paris. 

With strong summer 
demand, Sapporo expects pre- 
tax earnings for the full year to 
rise 20.7 per cent to YSbn. Net 
profit is seen, however, plung- 
ing to about Y4.5bn from 
Y8.45bn in 1989 when the com- 
pany reported extraordinary 
gains of some YBbn from the 
sale of property. 


Bosch set 
to buy 
50% of 
Novatel 

By Robert Gibbons 
In Montreal 

ROBERT BOSCH, the 
privately-owned West G erma n 
vehicle parts group, is buying 
60 per cent of Calgary-based 
Novatel Communications, Can- 
ada’s «ol y maker of cellular 
felffpimoe systems. 

The seller Is Alberta Govern- 
ment Telephones, which oper- 
ates the Alberta telephone sys- 
tem. AGT did not disclose the 

farms ffri WOllld not m i hiu m i * 

on repo rts that the value of 
the deal may be around 
CS150m (USfSGm). 

Novatel has two plants in 
Alberta. It was set up in 1983 
as a 50-50 -joint venture 
between AGT and Nova, the 
Calgary energy and petro- 
chemicals group, and it has 
won 20 per cent of the North 
American cellular phone mar- 
ket and built a strong presence 
in Ur jtiiiii- AtwitiwT sales are 
now more than C$300m. 

Last year AGT bought out 
Nova's 50 per cent interest for 
C$60m. Since then AGT has 
been looking for an interna- 
tional partner and has been 
negotiating with Bosch for 
several months. 

AGT said the deal would 
strengthen Novatel In world 
markets and speed up Bosch's 
entry into the cellular phone 
market. Bosch, which sees cel- 
lular phones eventually in 
every car, may transfer its cel- 
lular phone research to Nova- 
tel in Calgary. 

AGT Is bring privatised by 
the Alberta Government 
through public share offerings 
beginning fliln summer. 

AGT was advised on the 
Novatel deal by S.G. Warburg. 
• Northern Telecom, the trig 
Canadian- telecommunications 
equipment group* boosted sec- 
ond-quarter net earnings to 
US$9 5.7m o r 37 cents a share 
from US$75.3m or 29 cents a 
year earlier, and reiterated 
predictions that its 1990 net 
would be s trong e r than the 
US$35 4.1m earned in 1989, 
Reuters reports. 

Second-quarter revenues 
rose - to USf 1.70bn from • 
US$lJS2bn. For the first six 
months, net profits jumped 
from US$127 An or 49 emits a 
share to US$174.8m or 67 
cents, as revenu es a dvanced 
from U5$2Jbn to US$L27bn. 


Skoda eyes up Western suitors 

Leslie Colitt examines the Czech nuclear energy programme 


S KODA, the giant Czecho- 
slovak engineering group 
and car manufacturer, 
was ouce proud to be the only 
.East European company produ- 
cing nuclear reactors under 
licence from the Soviet Union. 

But now it is trying to forget 
tiie past and to salvage what it 
can from the wreckage of an 
over-ambitious unclear energy 
programme. Scarcely a day 
passes without revelations 
about- serious defects in the 
Soviet-designed reactors and 
other equipment. 

The newly elected Czechoslo- - 
vak Government regards the 
modernisation of existing and 
planned nuclear power stations 
as a top priority. But this can 
only be done with the help of 
leading Western producers of 
nuclear generating equipment 
They have been tathfog with 
Skoda since early this year 
about bringing Czechoslovak- 
ia's Tour nuclear power sta- 
tions — two existing ones 
two under construction - up 
to Western safety standards. 

Skoda and the Western com- 
panies - Siemens and Its 
joint-venture nuclear partner, 
Framatome, Westinghouse and 
Asea Brown-Boveri (ABB) - 
are also deep in talks about 
co-operating in conventional 
power generation in which 
Skoda has been a leacHng . inter- 
national force for decades. 

Fiat and Toyota 
consider venture 

FLAT, the Italian, motors and 
industrial group, has con- 
firmed it is in talks with NIp- 
pondenso, Japan's biggest 
manufacturer of electronic 
auto components, on a joint 
venture to produce 500,000 car 
air conditioning units a year in 
Europe, writes Haig Sbnonlan 

fal Wflaii 

The plant may well be 
located m the UK, where both 
Nippondenso and Toyota, its 
parent co m pany, are active. In 
November Nippondenso 
bought JMI Radiators, the UK's 
last large Independent manu- 
facturer of car radiators, while 
Toyota plans a new car plant 
in the 

This venture, which would 
be the first bnk between Fiat, 
via its Magnet! March subsid- 
iary, and the Toyota group, 
reflects the current boom In 
demand in c ontinent al Europe 
for car air conditioning. 
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Precision work: A Skoda technician checks a turbine 
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Mr Milan Rlmlrgw , rifra-fw of 

Skoda's power generating divi- 
sion, said a decision on the 
Western partner would be 
taken by a committee in the 
next few months. The company 
which offered sfc<vi« the widest 
co-operation in building con- 
ventional power stations was 
likely to be the one which 
would nHnnh the de al to mod- 
ernise the nuclear plants. 

Siemens- Framatome and 
Westinghouse were the most 
serious contenders, he 
explained, as ABB used h ofling 
water-type reactors, “like the 
ones at Chernobyl but without 
the graphite," which could not 
be used in Chechoslovakia. “I 


KLM warns of pressure 
as stake in hotels is sold 

By Ronald van de Krol in Amsterdam 


KLM Royal Dutch Airlines, 
which earlier this year 
reported a 9 per cent fall in 
1989/90 net profit, warned yes- 
terday that its results would 
remain under pressure due to 
currency movements and high 
fuel prices, among other fac- 
tors. 

The airline also said it had 
sold a 75 per cent stake in 
Golden Tulip International, its 
hotel management subsidiary, 
to Ha vast Beheer, a Dutch 
property investment and finan- 
cing company. KLM intends to 
retain a 25 per cent interest in 
Golden Tulip and to continue 
to help market the chain. 

Mr Jan de Soet, president of 
KLM, said at a press confer- 
ence that although full-year 
results were Impossible to pre- 
dict, short-term expectations 


for results were “moderate. 

With key currencies such as 
the dollar, the yen and sterling 
now 10 per cent to 20 per cent 
below their levels a year ago, 
ELM’S costs were currently ris- 
ing faster than its revenues, he 
said, adding that long-term 
prospects were good. 

KLM is due to release first- 
quarter figures on August 16. 
In the fiscal year ended March 
31, aftertax profits an normal 
business activities plummetted 
to FI 156m ($84. 8m) from 
FI 374m a year earlier. Net 
profits toll less steeply - by 9 
per cent to FI 340m - due to 
extraordinary items. 

Mr Peter Alberda van Eken- 
stein, KIM’S finance director, 
said the Golden Tulip transac- 
tion would produce a book 
profit of FI 5m. 


company could take the form 
of a joint venture or direct - 
investment in Skoda. Sin ce la st 
April, the former st ate-ow ned 
concern, a national comp any . 
even before the Second World 
War, hived off its right om- 
slons as independent state 
companies. Within the next six 
months, they hope to ’^frinfe- 
grate” the divigums within a 
holding company In which the 
Western partner could then 
take a share, Mr Skokan 


told them you have little 
chance, but submit a proposal 
anyway," he said in an inter- 
view. 

Some of the Western compa- 
nies promised to buy from 
Skoda but others were only 
interested in the nuclear 
plants, Mr Skokan disclosed. 
While the instrumentation and 
control systems for the nuclear 
facilities would have to come 
from the Western partner, 
Skoda produced as good tur- 
bines, steam generators and 
valves as anyone, he remarked. 
"Eighty per cent of a nuclear 
power plant could be supplied 
by us," he noted. 

Co-operation with a Western 


A long-serving directorof 
the power unit, Mr Skokan 
noted that Sir Vaclav Sans, 
the new Czechoslovak Finance 
Minis ter, had warned the com- 
pany that the Government 
would no longer make up its 
losses incurred in producing 
nuclear equipment 

Mr Skokan noted that the 
Government, however, c ould 
not simply allow the power 
division, with its more than 
4,000' skilled engineers and 
technicians, to collapse. Per- 
haps Skoda could qualify for a 
five-year loan. "Well pay it 
back,” he added cheerfully. 

Although thp power-generat- 
ing division still contributed 20 
per cent to total Skoda turn- 
over, its rabbit-warren offices 
were s t re w n uneconomicaHy 
throughout Prague. "What we 
need is an building,” Mr 
Skokan said longingly. 

BASF targets 
plastics unit 

BASF, the West Ge rman 
chemical company, said yester- 
day it wants to buy an East 
German plastics company, Syn- 
thesewerk Schwarzbeide, with 
a turnover of around DMBOOm 
($365m), writes Andrew Fisher. 

It has told tiie Treuhandan- 
stalt, the East German organi- 
sation which will decide the 
fixture of the stateowned com- 
panies, that it would like to 
buy Schwarzbeide this year. 

BASF said it was prepared to 
make "considerable invest- 
ments” of several hundred mll- 
Uon D-Marks in the East Ger- 
man company’s production 
facilities and infrastructure. 
But an important condition for 
its involvement would be a 
rapid solution to the- environ- 
mental problems at Schwar- 
zheide, south of Berlin. 

The Schwarzbeide company 
makes polyurethane products 
smn elastomers. 
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Dow Chemicals posts surprise fall 


By Karen Zagor in New York 

DOW CHEMICALS, the second 
biggest US chemicals group, 
yesterday surprised analysts 
and the stock market by post- 
ing second-quarter earnings 
that were si gnifican tly worse 
than expected. 

For the three montho pn fled 
June 30, Dow’s net income 
plunged SO per cent to 5364m, 
or $1.34 a share, from $728m or 
$2.70 a year earlier, although 
sales in the 1990 second quar- 


worM chemicals Industry has 
taken Its toll on the earnings of 
the big US chemical compa- 
nies, and Dow had earlier 
warned that its 1990 profits 
would not match the previous 
year’s, but confidence in Dow’s 
management had led some ana- 
lysts to be more bullish about 
Dow ftw some of its competi- 
tors. 

Mr Enrique Falla, Dow’s 
financial -vice-president, attri- 


t&F grew & per cent to $4iUbn- - feuted- the tower-thanexpected -■ nated solvents. 

# .. ^ - — « ■ , e.u - s j n «^ T 0 niaer 


overall pricing levels slipped 
from the first quarter and from 
last year. 

Sates from Dow’s chemicals 
and performance products 
business fell 12 per cent to 
$1.2b& in the quarter while 
operating income dropped 63 
per cent to 5177m, which the 
company attributed to unex- 
pected chlor-alkali plant out- 
ages in Canada and Brazil and 
declining demand for chlori- 


from $4.6bn. 

Wall Street was not prepared 
for the magnitude of Dow’s 
loss, with most analysts fore- 
casting second-quarter earn- 
ings of more than $1.65 a share, 
and the company’s stock plum- 
meted $6% to $52 at midday 
yesterday in one of the 
steepest declines of the morn- 
ing on the New York Stock 
Exchange. 

The weakened state of the 


eg f inin g s to a foil in prices and 
higher costs, exacerbated by 
plant stopages and compressed 
margins. 

He added that second-quar- 
ter volume was flat compared 
with the first quarter. This was 
unexpected, since the second 
quarter is traditionally Dow’s 
strongest. 

Furthermore, anticipated 
price increases did not materi- 
alise in the second quarter and 


Dow's plastics operations 
saw operating inco me plunge 
40 per cent to $279m on sales 
which foil 3 par cent to $L8bn 

in the quarter. 

Mr John Garcia, a chemicals 
industry analyst at Werfheim 
Schroder in New York, said 
Dow’s exposure to chloralka- 
Hnp chemicals has made the 
company vulnerable to falling 
prices as demand for chlori- 
nated solvents drops, in part 


because of the ban on chtoro- 
fiurocarixms (CFCs). 

Looking ahead to next year, 
Mr Falla s afd "assuming a 
gradually improving global 
economy and stable margins in 
the ethylene chain, Dow is 
positioned for improved earn- 
ings.* 

However, analysts painted to 
increasing supply in ethylene, 
where expansion Is continuing 
unabated. ‘Margins will not 
-hold up, - said Ms Pat O^Brfen, 
a chemicals industry analyst at 
Anafha Raman, a New Jersey 
brokerage firm. 

Mb O’Brien expects Dow to 
post eamlngs of about $5£5 a 
share for 1990 and about $155 
in 1991. 

For the first half, Dow had 
net income of $S26m or $3j05 a 
share on sales of S9.71bn 
against earnings of $L47bn 
or $5.42 a 78 share an sales of 
$9.09bn a year earlier. 


Sears hit by PepsiCo shows strong growth 

big losses By Martin Dickson in New York 


m insurance 

By Barbara Durr 
in New York 

SEARS, ROEBUCK, the world's 
largest retailer, reported a dis- 
appointing net income for the 
second quarter of 8237.9m, or 
69 cents per share, from con- 
tinuing operations compared 
with $334£m or 95 cents per 
share for the same period a 
year ago. 

Higher than expected under- 
writing losses in its Allstate 
insurance division and a poor 
performance by its merchan- 
dising group depressed results. 

By comparison with the sec- 
ond quarter of 1989, the com- 
pany looked even less robust 
given that during that period 
discontinued operations 
brought up the net income to 
$391 or $1.11 per share. 
Sears sold Allstate’s life insur- 
ance segment and its Coldwell 
Banker Real Estate Group's 
commercial zeal estate busi- 
ness. 

The merchandising group, 
which had been counting on its 
new strategy - including 
“power formats,” low pricing 
policies and addition of brand 
names - to peik up p e r fo r- 
manc e, instead turned in sec- 
ond-quarter income of just 
SUOm compared to $16L6m in 
1989. 

Total sales for the period 
were $7.88bn» down, from 
$7.71bn last year. 

Allstate Insurance Group, 
which was hit with property-li- 
ability claima from Calif ornia 
fires and Denver hailstorms, 
reported a second-quarter 
income of $l42£m, compared 
with $199-8m a year ago. Aver- 
age premiums continued to 
grow at a slower rate than 1 
losses. 

Dean Witter Financial Ser- 
vices had a second-quarter 
income of 558.2m, up from 
$44J>m in 1989. Dean Witter 
was boosted tor the company’s 
Discover Card operations, 
which contributed income of 
534.4m compared with 516.6m. 
Its securities business was flat, 
with Income In the second 
quarter of 532.4m compared 
with $32.1m last year. 

Bankers Trust 
steady despite 
loan write-offs 

By Janet Bush in New York 

BANKERS Trust, the fifth 
largest US bank, has reported 
virtually unchanged net 
income in the second quarter 
compared with the same period 
a year ago, despite large write- 
offs of its loans to Brazil and 
Argentina ordered by the US 
Government 

The bank earned net income 
of 5174m compared with 5174m 
in the second quarter of 1989, 
but gaming s per share fell by 4 
per cent to $2.14 a share from 
$2.06. The bank's average 
ret ur n on equity was 29 per 
cent compared with 20 per cent 
a year ago. 

The resilience of its earn- 
ings, despite the write-offs and 
a drop In corporate finance rev- 
enues, derived from a lane 
jump in trading revenues and a 
strong performance by the 
bank's trust and custodian 
business. 

Trading revenues totalled 
5243m, up $5Qm from the sec- 
ond quarter last year, and trust 
and custodian revenues rose 13 
per cent to 5108m. 

Corporate finance revenues 
were down 16 per cent from the 
same quarter last year at $80m. 
However, the bank said it was 
seeing a slight strengthening 
of its corporate finance deal 
How. 

The bank wrote off $157m 
during the quarter against 
S9lm a year ago, of which 
$l29m was refinancing country 

loans 

The bulk of country loan 
writeoffs was due to the US 
Government’s request earlier 
this month that commercial 
hanks write off more of their 
l oans to Brazil and Argentina. 

Apart from loans to lesser 
developed countries. Bankers 
Trust wrote off $28m, including 
yifftn of loans to highly lever- 
aged borrowers. 


PEPSICO, the US soft drinks 
manufacturer, yesterday 
announced a 10 per emit rise in 
second-quarter ne t inco me, 
powered by strong growth in 
all of its three business areas. 

The company, which has 
become one of the US stock 
market’s most favoured shares 
because of its strong earnings 
record and growth outlook, 
said net income totalled 
$292£m, or $1.10 a share, on 
sales of $4.2bn, compared to 
income of $264. 9m, or $1 a 
share, on sales of $3.59bn in 
the ««ne period of last year. 

This boosted net income for 
the half-year to 5474.4m or 
51.78 a share from $430m or 
$1.62 in the corresponding 
period of 1989, on sales of 
$7.88bn compared with $6£5bn 
previously 

The company said that 


the one-time impact 
of writeoffs and credits, sec- 
ond-quarter earnings per share 
jumped 19 per cen t 

Mr Wayne Calloway, the 
i-hairmaw, said the quarter had 
seen continued volume gains 
across all the company’s three 
segments, as well as operating 
margin improvements in its 
soft drinks business, at the Fri- 
to-Lay snacks operation and 
Kentucky Fried Chicken fast 
food outlets. 

Soft drinks sales rose 8 per 
cent to $1.6bn, while operating 
profits were 15 per cent ahead 
at 5237.7m, excluding the effect 
of one-time items. 

US soft drink sales rose 5 per 
cent and operating pro fit s by 
12 per cent, with the volume 
gain driven mainly by 
double-digit growth for Diet 

Pepsi. Tntftmatiftiwl soft drmk 


sales were up 23 per rf * T ?t ***** 
operating profits, excluding 
special items, were up by 29 
per cent 

The snacks food business 
saw an IB per cent jump in 
operating profits to 
while sales rose 24 per cent to 
$L2bn. The company said that, 

gyr <4 riding one- time items «r>d 

toe impact of last year’s acqui- 
sition of the Smiths and Walk- 
ers anaeka h mrineaa in the UK, 
sales and operating profits 
both rose 12 per emit. 

PepsiCo’s restaurants busi- 
ness produced a 25 per cent 
increase in operating profits, to 
5137.6m, on sales which were 
22 per cent at fi dm , 

excluding a reorganisation 
charge last year. 

Profits were 44 per cent 
flhnart internationally, arid 33 
per cent in the US. 


Control Data back in the black 


By Roderick Oram 

CONTROL Data, the computer 
equipment and services group, 
returned to a modest profit to 
toe second quarter from a huge 
loss a year earlier due partly to 
restructuring costs. 

Net profits for the three 
months ended June were 
$11 -2m, or 26 cents a share, 
against a net loss of 54 97.3m, or 
5L79, after pre-tax restructur- 
ing costs of 5476m a year ear- 
lier. 

Revenues were halved to 
$405.6m from $804.3m, 
r eflecting the sale or discontin- 
uation of several businesses, 
most notably its Imprimis 


disk-drive operation and a 
thir d-party Tnaintg«gnr*> ser- 
vice. 

Control Data has posted 
large losses to all but one of 
toe past five years, battered by 
adverse conditions and under- 
mined by poor strategic 
choices. The closure or sale of 
many of its businesses whittled 
down revenues from a peak of 
$5.03bn to 1984. 

The first-half net profit was 
518m, or 42 cents, against a net 
loss of 5493:8m, or 511.75, after 
the restructuring costs. Reve- 
nues were 5827.2m against 
$1.65bn. Analysts believe it 


could report net profits 
approaching 555m, or 8L25 a 
share, this year. 

’There is great value to Con- 
trol Data, but a lot of work 
must be done to unlock it,” 
said Mr Lawrence Perlman, 
president and cMaf executive. 
“Each of our businesses is 
capable of performing better.” 

Its computer products divi- 
sion was pr o fita ble to toe sec- 
ond quarter as it embarked on 
a new strategy. "But the real 
test of that strategy will come 
to dw latter half of the year," 
sa i d Mr William Miller, rhiaf 
fin a nc ia l officer. 


Lora! partnership wins Ford Aerospace 


By Roderick Oram 

FORD MOTOR is to sell Its 
aerospace division to a partner- 
ship of Loral, a US defence 
electronics group, and mer- 
chant banking partnerships led 
by Sbearson Iehman Hutton, 
the Wall Street investment 
bank. 

They beat two other teams 
- Aerospatiale, the French 
aerospace group, and Carlyle 
Group, a US merchant bank; 
and General Motors* Hughes 
Aircraft division and Alcatel, 
toe European 

tious group owned by Compag- 
nie Gdn£ra3e d’Electricite of 
France and ITT of the US. 

Ford and Loral declined to 
disclose the purchase price. All 
three bids were reportedly 


close at between 5700m and 
$800m in cash plus the assump- 
tion of Ford Aerospace debts 
for a total of dose to $L5bn. 

A combination of Loral and 
Ford Aerospace would become 
the 19th largest prime contrac- 
tor for US military equipment, 
Ford said. 

"Loral’s offer was the best 
financially and meets all of our 
rM priiwn^n te,* qalri Mr Harold 
P oling , Ford Motor’s chairman. 

Ford's main goal was to sell 

the division intact. 

Loral is a low-profile New 
York company which re po rted 
net profits of 584.1m cm sales of 
$L27bn last year. 

It derived 85 per cent of its 
sales from the US Government 


and the rest from foreign gov- 
ernments. ft has expanded over 
toe past three years by buying 
defence divisions of Goodyear 
lire & Rubber, Fairchild and 
HaneywelL 

Loral and merchant banking 
partnerships of Shearson will 
each put up $150m of equity 
and fond the rest of toe pur- 
chase with Loral's bank bor- 
rowing. 

Ford has disclosed little 
about its aerospace division, 
whose wide range of products 
includes satellites. It won 
orders worth $lBbn last year, 
taking its backlog to some 
$2bn, and is thought to have 
annual sales of about SZBbn. ft 
employs about 17,000 people. 


Poor sales 
push Zenith 
to net loss 
of $11.2m 

By Roderick Oram 

In New York 

ZENITH Electronics, toe sole 
surviving US-owned maker of 
colour televisions, has, 
reported heavier losses 
reflecting weaker demand 
which led to fapfag mW 
The net loss for toe second i 
quarter ended June 30 of, 
$11.2m» or 42 cents a share 
was far worse than analysts 

had 

A year earlier it bad a loss 
of 55.2m from continuing 
operations and a loss of 513m, 
or 49 cents a share, including 
discontinued operations. 

Sales fell to 5384.1m to the 
quarter from $385^m a year 
earlier. Of the total, consumer . 
electronics products such as 1 
tejevEskms M 13 per cent to 
5288m from 5328m. 

Lower demand was an 
industry-wide problem, com- 
pounded by weaker prices. 
Zenith said. Sales of compo- 
nents slipped to 548m from 
557m mainly because of lower 
monochrome monitor ship- 
ments. 

Late last year the company 
aedd off its co m p u ter business 
to Gronpe Bull of France for 
just over 5500m. 

Although computers were 
stronger than televisions for 
Zenith, the company could 
find no buyers for the latter 
business. 

It used most of tote proceeds 
of tiw sale to pay down debt 
while investing the rest on 
televisions. 

Zenith is spending heavily 
nm a high definition system 
which is the next generation 
of te levision technolog y - a 
farther 53m was spent d nTitig 
the quarter - while projects 
to develop high resolution tele- 
vision screens and broadcast 
systems "continued to advance 
on schedule.” 

While both projects are con- 
sidered promistog by analysts, 
the company faces many 
obstacles to getting its system 
chosen as the US standard for 
high definition television. 
Evenif ft does, little reward is 
expected before 1993. 

For the first half, Chicago- 
based Zenith reported a net 
loss of 528.2m, oar 98 cents a 
share, against losses of 51L9m 
from continuing operations 

anil $17m InrHuHng discontin- 
ued ones a year earlier. Reve- 
nues fell to 5689.8m from 
872&Sm. 

Union Carbide 
net income 
plunges 38% 

UNION CARBIDE, a leading 
US chemicals group, has 
posted a 88 per cent drop In 
second-quarter net income to 
5116m, or 81 cents a share, 
from 5186m or $1.33 a year 
ea rlier , writes Karen Zagor. 

Extraordinary It em s to the 
1990 quarter contributed 8 
cents a share to the company's 
earnings. Sales fell 6 per cent 
to $2.13bn from 52.28bn. 

For the first six months, 
Union Carbide’s net income 
plunged 46 per cent to 5210m, 
or $1.47 a share, from 5387m, 
or $2.76 a share, on sales 
which fell 5 per cent to 
$4J31hn from 54^2 bn. 

Operating profi ts from the 
company’s chemicals plas- 
tics operations dropped 39 per 
cent in the quarter to 5172m 
from 5282m. The business has 
been hit by reduced margins 
to ethylene glycoL 


Mobil ahead at $498m as 
Texaco declines to $353in 


By Roderick Oram 

US (ML companies continued mental dean up at certain US 
to turn in mixed secondquar- sites. „ . , 

ter results, although many The year-earlier period 
of them benefited from included a $140m loss on the 
an upturn In their down- sale of South African 
stream refined products operations. ___ _ 

operations. First-half net was 5898m, m* 

MobH, the second largest US $2.l3a share, against $2.02. 
dl group after Exxon, reported Excluding special items. the 

n ci pip fity frr ftA -i pirt w of* ~~ net ~was$856irr against 5970m a 

5498m, or 5L19 a shar e, against year earlier, reflecting mainly 
$40lm, or 98 a year ear- a sharp downturn in petro* 
her. chemicals. 

Revenues, reflecting in part Revenues were $2835bn cam- 

lower crude oil prices, slipped pared with S28D5bn. 
to $13£2hn from $14.03bn. Texaco reported second 

The latest quarter included a quarter net ear n i n g s of 5353m, 
$182m gain from the sale of a 5 or 5L26 a share, against 5366m, 
per cent interest to the North or 5139, a year earlier. 

Sea Beryl Field and sale of First-half net urns 5681m, or 
downstream operations in 52.41, against $L82bn* or $7.19, 

Italy. after a $Ll9bn gain mainly 

This was partially offset by a from the sale of its Ca n a di a n 
charge of 511am far environ- subsidiary. 


a sharp downturn in petro- 
chemicals. 

Revenues were $2&£5bn com- 
pared with S2&05bn. 

Texaco reported second 
quarter net earnings of 5353m, 
or 5L26 a share, against 5866m, 
or 51-39, a year earlier. 

first-half net was 5681m, or 
$2.41, against $L82bn* or $7.19, 
after a $Ll9bn gain mainly 
from the sale of its Canadian 
subsidiary. 


Revenues rose to $ CTm - ig 
the quarter thanks to higher 
volumes from $S.4bn a year 

earlier. 3 - - 

Higher volumes and .prices- 
made first-half sales S17jjbn 
against 518-lbn a year carter, 
including a contrifoitwn from - 
Texaco Canada. • 

— in tiie PS.dowuslreanr gcny- 
ities turned to operating profits: 
of 5171m for the quarter, root- : 
pared with 579m a year earlier. 
Profits from explora tion and 
production, however, slipped to . 
$66m from 5168m. 

Downstream operations 
abroad earned $157m. against . ■ 
5130m. while upstream 
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• 
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552m. 

Petrochemicals f ell to $Mm 
from $8lm to the US and to- 
$6m from 57m abroad. 


Smith Corona $1.5m in the red 


By Martin Dickson 

SMITH CORONA, the US 
manufacturer of portable type- 
writers which has been hit by 
a sharp American market 
downturn and fierce price com- 
petition, yesterday announced 
a fourth-quarter net loss of 
$L5m. 

Smith Corona is 48 per cent 
owned by Hanson of the UK, 
which sold off a majority stake 
in the company to US investors 
a year ago, shortly before the 
market showed signs of soften- 
ing. The company’s shares, 
floated at $21. have fallen 
sharply aTW * yesterday at mid- 
day stood at 55, up $vt. 

The fourth-quarter loss com- 
pared with a k)68 of $3rim on a 
pro forma basis in the same 
period of last year, and the loss 
per share was 5 cents com- 
pared to 10 cents a year ago, 
when tin* figures inriinM a 48 


cents charge for an executive 
performance plan which has 
since been discontinued. Sales 
were 579.8m, down from 
5112, am. 

Smith Corona warned the 
mar ket earlier this month that 
it would make a small loss for 
the quarter, when it also said it 
would be cutting its dividend. 

Mr Lee Thompson, the chair- 
man, said yesterday the loss 
was attributable to charges for 
inventory write-downs and 
non-recurring provisions for 
expense reductions, partly off- 
set by a change in the tax 
charge. Without these adjust- 
ments, operating income would 
have been some $3.7m and net 
income about $L3m, or 4 cents 
a share. 

The inventory write-down 
p rimarily involves electronic 
reference products, which 


include features such as dictio- 
naries and a thesaurus. The 
company has also cut c osta fay 
laying off some 350 workers at 
its plant in Cortland, New; 
York state. . 

A spokeswoman said that 
despite the drop in sales, the 1 - 
company b»d been maintain- 
ing its US market share, which 
is put at about 55 pe r cent. M r 
Thompson «dd the company’s-', 
international business, 
“exceeded our operatin g pla n 
for the year and baa continued 
to show excellent growth.” 

For the full year, net income 
was 532AU, or 5L09 a share, on . 
revenues of 5471.4m, compared 
to 1989 pro forma income of. 
53543m, or SL17 a share, on rev- 
enues of $493 Jm. The 1989 fig- 
ures included a 63 cents charge- 
for the executive performance : 

plan. 
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Second-quarter slump 
hurts Canada’s giants 


By Robert Gibbons in Montreal 


A RECESSIONARY domestic 
economy and depressed world 
oil prices showed up dramatic- 
ally in the second-quarter 
results of many leading Cana- 
dian oiryo ratiffliH . 

• Stelco, the country's second 
biggest steelmaker, reported 
earnings of C$6. 4m (USSSJiin), 
or 8 cents a share, down 77 per 
cent from a year earlier. Reve- 
nues were C$714m against 
C$756m. 

In the first half Stelco lost 
C$7m against a profit of 
C$60.6m or CSL51 a share a 
year earlier on revenues of 
C$L35bn, down 9 per cent. 
Stelco is expected to show a 
loss for all 1990. because of 
slow domestic demand, the 

high Canadian dollar, jmd high 
interest rates. Also the com- 
pany fac es a possible strike 
within the next few weeks. 

• Imperial Oil, Canada’s larg- 
est integrated oil company 
which is controlled by US afi 
group Exxon, had one of its 
worst quarters ever because of 
low oil prices and technical 
problems at the big Syncrude 
heavy oil plant to Alberta. 

Second-quarter profit from 
operations was C$16m or 8 
cents a share, down 86 per cent 
from a year earlier. First-half 
profit was C$75m or 39 cents a 
share, down 68 per cent 

However, after including 
asset sales required to gain 
government approval of its 


Gloomy outlook for America’s top commercial bank 

Alan Friedman reports on Citicorp’s problems which illustrate those of the troubled US banking sector 

I T’S NOT EASY being division was a major player. Once the boy wonder of 

Number One. Citicorp may Now, as the lower size and American banking, the 51- 
be the leading US cominer- number of mergers and acqui- year-old Mr Reed is now uresid- 


I T’S NOT EASY being 
Number One. Citicorp may 
be the leading US commer- 
cial bank with 5230bn of assets, 
but to the present sluggish US 
economy toe New York-based 
institution Is also a symbol of 
toe depressing short-term earn- 
ings and asset quality outlook 
for the American banking com- 
munity. 

Second-quarter earnings fig- 
ures from the big US banks 
have, with few exceptions, 
made for gloomy reading. Pros- 
pects for the rest of the year 
look poor. 

Citicorp’s own second-quar- 
ter net income fell 37 per cent 
because of the mounting- real 
estate crisis and a 69 per cent 
tumble to corporate finance 
and investment banking prof- 
its. For toe first half of 1990 
Citicorp’s total net income was 
nearly halved, to 5479m. 

A few years ago, in the 
heady late 1980s, Citicorp was 
proud to be toe largest single 
mmim»rrfgi real estate lender 
in the nation. Now, given a 
5400m leap in non-performing 
real estate loans since the start 
of 1990, the non-performing 
quotient of Citicorp’s real 
estate $12.6bn loan portfolio 
equals a distinctly unhealthy 
12.7 per cent 

As recently as a year or two 
ago, when highly leveraged 
transactions were still fuelled 
by fee-hungry investment 
bankers and toe short-sighted 
greed of junk bond pushers. 
Citicorp’s corporate finance 


division was a major player. 

Now, as the lower size and 
number of mergers and acqui- 
sitions sputter along with the 
new realism of the 1990s, Citi- 
corp has admitted that its oper- 
ating expenses in the global 
finance division are out of con- 
trol So are the division's carry- 
ing costs on problem loans, 
which jumped to 5501m for the 
first half of 1990, more than 
three times the S149m figure 
for the first six months of last 
year. 

Last week Mr Thomas Jones, 
toe Welsh-born Citicorp execu- 
tive to charge of flnanranl con- 
trol, faced a gathering of Wall 
Street analysts and offered 
than a mea culpa: “We don’t 
have many excuses. Expenses 
are going up too much for the 
level of activities today,” he 
said, adding: “We recognise the 
problem and we are going to do 
something about It” 

For Mr John Reed, the Citi- 
corp chairman who pioneered 
the successful push into tech- 
nology-driven retail banking, 
the first six months of 1990 
have been absolutely rotten. 


M r Reed’s gamble on 
retail banking in the 
19805 has indeed been 
successful and this business 
provides 61 per cent of core 
earnings. Yet without the 
retail profits to subsidise prob- 
lems in the global finance, 
cross-border and Information 
sendees divisions, Citicorp 
would be to genuine trouble. 


Once the boy wonder of 
American banking, the 51- 
year-old Mr Reed is now presid- 
ing over a corporate 
soul-searching exercise that 
comes to the wake of down- 
gradings of his bank’s credit 
ra t ing, the humbling closure of 
the Citicorp Scrlmgeour Vick- 
ers securities business to Lon- 
don, a withdrawal from munic- 
ipal bond underwriting, the 
slump to net income, criticism 
that the bank Is undercapital- 
ised and the admissio n by his 
OWH chief financial officer that 
it is too early to know whether 
toe slumping real estate sector 
has even bottomed out 

Last Friday Citicorp was 
forced to follow the lead of 
C hase Manhattan and Manu- 
facturers Hanover Trust - two 
other money centre hanks suf- 
fering from the real estate cri- 
sis and bloated overheads in 
corporate lending - and 
announce a series of measures 
that are aimed at cutting costs 
in Its global finannn division by 
5200m to $300m, eliminating 
the entire layer of middTp man. 
agement to this division and 
eventually whittling down the 
size of its 6,800-strong US cor- 
porate finance and investment 
banking workforce. 

The bank went to extraordi- 
nary lengths - including the 
use of techno-management jar- 
gon that flmnmrtq to plain old 
gob bled ygook — to deny that 
its corporate finance shake-up 
amounted to a reorganisation. 
The management reshape was 



Richard Braddock: taken on a 
hands-on management style 

described as a “reconfigura- 
tion" and strenuous efforts 
were made by Citicorp to per- 
suade Wall Street that there 
would not be largescale layoffs 
as it was simply seeking to 
“sharpen its strategic focus 
and reemphasise marketplace 
effectiveness”. 

The bottom line, however, 
came from the bank itself, 
which could not avoid disdo- 


any terminology ft wished to 
describe the restructuring, but 
“if ft walks like a duck and 
smells like a duck then ft’s a 
duck". Mr McDermott noted 
that revenue flows from corpo- 
rate finance and investment 
hanking “are simply insuffi- 
cient to match the overhead 
structure”. 

Citicorp is clearly embar- 
rassed at having to slim down 
its wholesale Hanking- business, 
but last week’s package was 
actually the third internal 
management reshuffle since 
the year began. 

The first, in January, was an 
“organisational realignment” 
that split the corporate finance 
business between OECD coun- 
tries and developing economies 
and led to the naming of Mr 
Richard Braddock, a veteran of 
the retail banking side, as Citi- 
corp president, a post that had 
been vacant since 1984. 

Mr Braddock has taken up a 
great deal of the hands-on 
management that seems to 
hold less appeal for Mr Reed, 
who prefers being a strategic 
thinker and topJevel problem 
solver on issues such as Third 
World debt 


Computer 
Associates 
disappoints 

COMPUTER Associates 
International, the leading' 
maker of software for main- 
frame co m p ute rs, has re ported": 
a sharp drop fa 'revenues in 
line with the forec ast it made 
two weeks ago that stunned its 
share holders, writes Roderick 
Oram. 

Revenues fell 16 per cenf to 
$25&lmln Us fiscal first quar- 
ter ended June' 80, from 
5303.2m a year earlier. Before 
the company’s dramatic 
announcement Wall Street had 
expected ft to report revenues 
of at least 5315m,- continuing 
its rapid growth of the past 
decade. 

Its share price had almost 
halved from $16£0 immediately 
before the announcement two 
weeks ago.lt picked up 5% to 
58% yesterday morning after ' 
the release of the results. - . 

Mr Anthony Wang, presi- 
dent, said part of the blame for 
the decline lay with toe time 
its sales force had spent 
explai ning toe company’s new 
software strategy to customers. 
In April it launched a new 
architecture callecL CA90s " 
design ed to unfiyits myriad of 
software products. 

In spite of the shortfall to : : 
revenues, net profits only 
dropped to 53.6m, or 2 cents a^ 
share, from 510.7m, or 6 cents. 

“If there is a positive indicar -■ 
non to all this. Computer Asso- 
ciates was able to be profitable 
ou such low revenues,” g«M Mr i . 
Terence Quinn, an .analyst--' 
with Kidder Peabody. •. > 
The company ha« “a 
backlog of business it failed -to' 
close in the first quarter, 1 '" 
according to Mr Qafan. H it:' 
can land those and other 1 
orders and cut cost^ -w- 
p lan ned, then the company’s 
performance should improve -J 
markedly. 

But with shareholders stilly, 
reeling from the halving- of its : 7 ' 
share price, “credibility, and, 1 
co nfid e nc e to the company are - - 
at JL very to* ©bb,^ be add eft 
company said^yesterd^^ 1 

"“““B grunt ot ms cost- several class action : T . 

cutting axe wffl fall on North ft and certain i 

America, which represents of its officials made misleacBng;-: 
about 45 per cent <tf toe divi- tdxxrt. fis proroectS: ^ 

sion s operating expenses. ogfo re it warned: its. revenues ^: 

would fan . ... •: 


C$5.5bn takeover of Texaco 
Canada last year. Imperial 
posted fin al sec ond quarter 
earn togs of C$238m or C5L25 a 
share, against C$144m or 84 
cents a year earlier, and first- 
half profit of C$388m or C$2.04 
a share against C$257m or 
C5L52. Asset sales are expected 
to slow to the second half. 

• Montreal Ttastco, the finan- 
cial services arm of BCE, had 
first-half eamlngs of C$36m, or 
84 emits a share, down 5 per 
cent from C$37-9m or 91 cents a 
year earlier. Fee income was 
strong but real estate revenues 
were depressed by high inter- 
est rates. Assets grew 10 per 
cent to C$lL5bn. 

• Repap Enterprises, North 
America’s second largest 
coated paper producer, earned 
C$7.7m or 15 cents a share in 
the first half, down from 
C$46£m or 90 cents a share a 
year ear l ier. Revenues rose 12 
per cent to C 5599m. Coated 
paper shipments were higher, 
but outside sales of pulp 
declined and prices were raft 

• C an a di a n Marconi, a big 
defence electronics group, 
earned C$2^m or 10 cents a 

share in the first quarter ended 

Jane 30, down from C$5.5m or 
23 emits a year earlier, on reve- 
nues of C$70m, down 14 par 
cent The high Canadian dollar 
was a big factor since most 
production is exported to the 
US. 
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Michael C alie n, who was pro- 
moted in January to the post of 
senior executive for corporate 
finance and investment bank- 
ing. 


M r CaSen is not expec- 
ted to tamper very 
much with the Euro- 
pean or Japanese and Austra- 
lian parts of his division 
meaning the brunt of his cost 
cutting axe wffl fall on North 
America, which represents 
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sums operating expenses. 

„ While Mr Ca llen’s cost-cut- 
ttog goes forward the bank will 
ataota marching for Bays to 
boost its equity-toassets ratio 
from its present 3.7 per cent 
level to more than 4 ner rent 
Mr Jones told analysts last 

bank’s plmifor 

awet disposals was behind 
schedu le, explaining that he 

msSBES 

wM^ a to t dS? ramient “ 

Citicorp is thus facto* a 

ran® of problems, in cSSoS 


Health care 
group up 19% -i 

4 Johnson, a 
leading US. manufacturer. of 
health care prodn 
r ^°rted a 19 per 


a' sharefiRHU: 


which could not aroid S "g shuffle came to §“!=& ** faHSto 
sing that “the changes Mart*.^SftheSk reorgan! n ^ ch *****the 

announced today ultimately Sedfts commercial realestate S? Sh.JSL’ ** ^^ber inter- 
will result in fewer people and operation in an effort total* wKSi or to 

lower costs associated with away from large-scale project toe the&nSf 6 ’ 07 ^tognis- 
specific businesses". lending and sort out the del*?- 25 

Mr James McDermott, a fora ting quality of its lwn ws ac ^°h. however, 

bankmgaiialyst at Krefe Bruy- portfolto. * bank 

BU f£“ e l£ p sentiment by Last week’s "reconfigure- **£“*«“ obstacle 

saying that Citicorp could use tion” puts the spotlight stamture 


toe mmketplace.^^g 

tag these problems and setttae 
rat a plan of action, iunrevaf 
Ame rica’s biggest bankhas 

tontaFtai** } ^ t m obstacle 
115 coat structure 
strategies ... its prideT* 6 
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Stotler 
withdraws 
as Chicago 
clearer 

By Barham Durr 
in Now York 

STOILER Group, the troubled 
futures trader, has withdrawn 
ns a clearing: member of to£b 
the CBOT and the CHE. the 
two big Chicago futures 
exchanges. 

Stotler said it had dene this 
because plana for a capital 
infusion through the sale of a 
substantial shareholding to 



Karsteu MBhhnajsm 
chairman of CBOT 

unnamed Investors had fallen 
through. 

Stotler advised the CFTC its 
principal subsidiary. Stotler 
and Co, whose chief Is CBOT 
chairman Mr Karsten Mafal 
maun, is in compliance with 
the agency’s capital requlre- 
monts. Bat, Stotler faces 
restrictions by the CBOT on its 
trading if ca pital la less **»■»» 7 
per cent of customer funds. 

In an effort to comply with 
the requirements, Stotler has 
transferred several customer 
accounts to other brokerages. 
Stotler said it would continue 
to transfer its customers to 
other brokerages to reduce 
further its capital . require- 
ments. It will now clear its 
trades through Brady, White, 
a futures clearer that acts as a 
broker's broker. 

The arrangement is known 
as an omnibus relationship, 
which means the clearing firm 
will not have information on 
Sto tier’s individual customer 
accounts, but Just the overall 
position of the company. 

Stotler said because of its 
inability to secure a capital 
infusion from an outside 
investor, Its debt obligations 
must be Immediately restruc- 
tured or refinanced, including 

by extension or rolling over of 
maturing commercial paper. 
Stotler continues to seek buy- 
ers for other subsidiaries. 

By some estimates, Stotler 
will have been cut after this 
exercise to about a third of its 
once powerhouse size of $300m 
worth of c u stomer accounts. 

The dispute over Sto tier’s 
capital arose after the Securi- 
ties and Exchange Commission 
discovered irregularities in the 
way a small Stotler securities 
subsidiary In Iowa recorded its 
capital. 


SBC to separate 
international and 
domestic arms 

By David Laacallas 

Banking Editor 

SWISS Bank Corporation has 
decided to separate Its domes- 
tic and International 
operations In order to empha- 
sise their different characters. 

The domestic business will 
continue to be run from SBCs 
headquarters In Basle. But the 
international side, which will 
focus mainly on Investment 
banking, will be based in Zur- 
ich, and will operate as a sepa- 
rate profit centre. 

Mr Fritz Kohii, general man- 
ager of tire finance group, said 
that the combination of Invest- 
ment and International bank- 
ing was a clear indication that 
SBC saw its overseas growth 
in investment Hanking , 

The new Zurich-based 
finance and international 
group will include foreign 
exchange and preciOUS wdak 
trading, money martlets, stock 
markets, capital markets, cor- 
porate finance and corporate 
banking, as well as correspon- 
dent banking and business 
conducted out of Switzerland 
for international commercial 
clients. It will become opera- 
tional by July 1991. 

Mr Kohll said SBC might 
also establish a new Zurich- 
based international corporate 
finance subsidiary under Mr 
Hans de Gier, the previous 
head of the London branch 
who is now i n char ge of SBCs 
worldwide mergers and acqui- 
sitions business. 

The changes are ail part of 
SBCs efforts to establish a 
stronger International pres- 
ence in investment banking, 
and recover from the setbacks 
in London where its venture 
Into equity market making 
was a costly failure. 

Among its aims are to 
expand its corporate finance 
activities, diversify its placing 
power into a wider range of 
institutions Internationally 
and Qpgrade trading systems 
using the technology of O'Con- 
nor, the Chicago-based options 
trader and market maker firm 
with which SBC has a strate- 
gic alliance. 


Treasuries edge lower as 
traders track equities 


By Janet Bush in Now York and Andrew Freeman In London 
Treasury 


US Treasury bonds were 
]y lower across 
the yield curve at midsession 
yesterday in defensive trading 
as dealers watched the equity 
market closely and absorbed 
more testimony by Mr Alan 
Greenspan, chairman of the 
Federal Reserve. 

At midsession. short-dated 

GOVERNMENT 
BONDS 

maturities were quoted around 
tint lower and the long 
, stood A point lower for a 
yield of EL56 per cent 
There were several reasons 
to be cautious yesterday. 
Firstly, the bond market con- 
tinued to focus on the perfor- 
mance of equities after Mon- 
day’s plunge. At midsession, 
the Dow Jones Industrial Aver- 
age was quoted around 16 
points lower. Secondly, the 
market was absorbed with Mr 
Greenspan's testimony before 
the House Banking Committee. 
He said little that was different 
from his Hnmhrey-Hawkins 


testimony last week. One point 
of Interest was his statement 
that he regarded recent infla- 
tion rates as a “lagging phe- 
nomenon” and said various 
Indicators said inflation would 
move down in the future. 

■ The German government 
bond market had another 
active session yesterday, with 
Bunds experiencing a further 
correction in volatile trading, 
despite good news on inflation' 

The provisional July infla- 
tion figure for North-Rhino 
Westphalia was -0.1 per cent, 
implying an annual rate of 2.1 
per cent, much better than 
analysts' expectations. 

The news did little to slow 
what traders said was a largely 
technical correction. The 
benchmark 10- year Bund was 
fixed in the morning at 101.55, 
down nearly half a point on 
the previous close. Towards 
the close. It was virtually 
unchanged from that level, 
trading around lOlli to yield 
8.51 per cent 

On tbe futures market, the 
September Bund contract was 
again active with well over 


-10,000 lots traded. The contract 
opened at 84.68, down 42 pfen- 
nigs from the previous close. It 
failed to find a decisive direc- 
tion thereafter and ended that 
day around 81.50. 

■ in London, the excitement of 
Monday's session quickly wore 
off as it became clear that 
Investors were looking to sell 
stock into any rally. 

Gilts dropped most of Mon- 
day's gains, ending the day 
around ’/» point lower at the 
longer end or the maturity 
curve, prompting analysts to 
characterise the Wall Street-in- 
spired rally as “overdone.” 

The benchmark ll^i per cent 

gilt maturing in 2003-07 was 
trading at 102;,, to yield u.4l 
per rent, against its previous 
close of 102ft. 

■ In Japan, reports of tension 
in the Middle East sent yen 
bonds lower towards the close. 
The benchmark 119th Issue 
was yielding 7.445 per cent at 
the close, against 7.480 on Mon- 
day. For the latest YTOObn auc- 
tion of 10-year bonds, the gov- 
ernment suggested a 6.7 per 
cent coupon. 


Merrill quits London warrant trading 


By Tracy Corrigan 

MERRILL Lynch International 
has pulled out of the dollar sec- 
tor of the Japanese equity war- 
rant market, with up to 30 
redundancies. Its warrant 
operations in Zurich and 
Tokyo are unaffected. 

Merrill will focus instead on 
equity derivative products, 
having hired half a dozen spe- 
cialists from Bankers Trust’s 
derivatives unit 
The equity arbitrage unit, 
run by Mr Martin Loat, will 
concentrate on “the high tech- 
nology end of the business" 


with an emphasis on struc- 
tured and equity-linked trans- 
actions and proprietary trad- 
ing, an area where profit 
margins remain high. 

The dollar equity warrants 
operation was considered 
unlikely to provide a sufficient 
return on capital, having 
existed as a break-even con- 
cern for several years, said Mr 
Scott Miller, director of war- 
rant trading at Merrill. 

Mr Miller said the develop- 
ment of a market in equity 
warrants based in Japan, 


where an inter-dealer market 
will open in September, was 
not a consideration. 

Merrill did not have a large 
market-share of the dollar 
equity warrants business, 
according to several competi- 
tors. Like Merrill, the dozen 
remaining market-makers have 
faced difficult trading condi- 
tions In the first half of this 
year. Volumes contracted fol- 
lowing the huge losses which 
afflicted the sector after the 
Japanese stock market's slide 
earlier this year. 
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AUUnCa » Uao wBf Buftflng floctoly 

S300.000.000 
Floating rate notes 1994 

Fur ihi 1 ih rev months 24 July 
KM to 21 October 1990 Hie 
rmit'5 wilt bear interest at 
IS Uvr. per annum. Interest 
payable nn the relevant 
inientst payment date 24 
fjctntier IttMl will amount to 
SIM 05 per S5. 000 note and 
S3.SV0 W per S lOu.OOO nop. 

Agent: Morgan Guaranty 

Trust Company 
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FIRST CITY 

BANCORPORATTON OF 
TEXAS, INC 
USSIOOJXMMMO 
FLOATING RATE NOTES 
DUE JANUARY 1985 


In accordance with OM gmvfeiona or 
itm Motoa. iMMtca a haraoy glwaa Bial 
ina Raia of interest lor me tnraa monm 
period D4tti July. 1900 to 2«Oi OctcBar. 
1800. has teen find « 0,1 per cart 
par annum interval will ttteralofa be 
payaM* si U0S3I2 43 on 24tti OettBar, 
1880 

MANUFACTURERS HANOVER 
TRUST COMPANY 
Apent Bank 


7Kf announcement appears as a matter of record only* 


THE BANK OF NEW YORK 


is pleased to announce 
the establishment of a 


SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) FACILITY 


for 


MICRO FOCUS 


Micro Focus Group PLC 


THE 

BANKOF 

NEW 

YORK 

For further information regardingThe Bank of New York's ADR Services, 
please contact Kenneth A. Lopian in New\ork (212) 815-2084, or Michael 
McAuliffe in London (071) 322-6556. 


ALLIANCE ■« LEICESTER 

Alliance & Leicester Building Society 

£112,000,000 

Subordinated Floating Rate Notes due 1998 

For the rtuce months 24th July, 1990 to 24th October, 1990, the 
Notes will carry an interest race of 15.65% per annum with an interest 
amount of £19, 723. 29 per £500,000 Note, payable on 24th October, 
1990. 

Listed on the Luxembourg Stock Exchange. 


Bankers Trust 
Company, London 


Agent Bank 


GRANVILLE 


SPONSORED SECURITIES 
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Securities designated BE and (USM} are dealt la subject to tte rules aad rq nUthm of tbe 
BE. Other securities Usicd abort are dolt In subject to the rules of T5A 
These securities are toll In stricter on a matched bargain tosh. Neither Ifl depmdBB. 
Companies Euttuge United aor Granule On Its Limited m market makers la these 
securities 

* Them securities in dealt oa a restricted basis. Farther deuJIs mmlUMe 


Independent Compawe* Euluntr Limited 
77 NIjiucU Street. LnnJtm El SAf 
Trlerhane 071 -IBB 1^12 VS) 

Memher.ifTSA feSJ 


Cranvillr Doxies Limited 
77 Mansell Street. London El SAF 
Telephone 07 1 -WS 1212 
Member rf The ISE &. TSA 



TELEPHONE: 071-828 7233 

FTSTIOO 


AFBO MEMBER 


WALL STREET 

July. 2353/2363 -47 July. 2889/2901 -76 
Sept 2403/2413 -47 1 Sept. 2899/2911 -78 
5pra Prices. Change from previous 9pm dose 
HOW WELL DID YOU IUPGE THE MARKET? 


Schiumberger 


SCHLUMBEBGER SECXM4D QUARTER EARNINGS 
New York, New Yocfc, July 19 Schiumberger I.imirriri report e d second 
qmBter net inoome of SI 45 naBioa compmed to S127 nuOioa earned in £ha 
■■me quarter of Ibe previous year. Exctotfiag S3S million of extraordinary 
and umioal gams from pdnr year temltt; 1990 sremtd quarter net income 
increased 3696. Earning* per dare were $161 versus S(L53 in tbepcevioos 
year and also grew 56% compared to ihe SQ39 per date esedafing $0.14 of 
extnonSnaiy and imnsnd items m 1989. Operating rnresme in the secoad 
quarter waa SI 29 bsIHan compared wilh jSl^O btQioci in the prior yean 
When businesses acquired and sold fat the interim are excluded, 
comofiriamri tcvenuewu 17% higher. 

Far ihe first six months of 1990, net income was $273 milS o o , S1.15 per 
share, comp a red to S175 milt ton, $0.74 per share, re po rt ed in fee previous 
y>ar »»rf4nri»rij «ito Aatiwi w d^ ary«isd mm B B d Sterna, an MlCieMe of SfiSL 

D— ThMw* rtiMiMii -»-*—* «»— • *T—«»««wl OilfitM Serwicea npMtoifliw 
worldwide were primarily responsible for our much improved second 
quarter. Total (evane frem oilfield activity was vp 2146. While the rig 
axuwoddwideincreiaedll%. Noidi AnKricn revone giowrii exceeded 
our caqiectalxW, 

Tfcw services winds enhmee emtomer pmdncsivfay are stotitg lomaka a 
g plftwy imprs w« p tfaKlily iiMltriaflw WjiMt" He further noted, 
"In spite of nncauintief related to die weakening oil prices In the second 
quarter, worldwide oiltidd activity oontiooed to increase as the oSiodostty 
rem a ined f ocusod oa dev el oping reserves (or die famre." 


FLORA 2 LIMITED 

U.S.$58,800,000 

Secured Floating Rate Notes Due 1993 

In accordance with the terms and conditions of tbe Notes, 
notice is hereby given that for the six months period from 
23rd July, 1990 to 22nd January, 1991 the Notes will cany an 
interest rale of 8.4375 per cent. 

The coupon amount so calculated will be US$4,289.06 per 
Note of USS100.000 - nominal. 


© 


THE LONG-TERM CREDIT BANK OF JAPAN, LTD, 
Agent Bank 


U.S. $100,000,000 

VereinWest Overseas Finance 
(Jersey) Limited 

Floating Rate Notes Due 1991 

secured on a deposit with 

Vereins- und Westbank 

AktiengeseUschaft 


Interest Rate 
Interest Period 


8.2125% per annum 

25th July 1990 
25th January 1991 


Interest Amount par 
U.S. $10,000 Note due 
25th January 1991 U.S. $419.75 

Credit Suisse First Boston Limited 
Agent Bank 


■mH.g.) a Mi » LV j :LVM i* li Worn 


(tncorpooted m England umfei Sw Companies Acts 1948 to 1380) 

£75;000,000 

Subordinated Floating Rate Notes 2000 

Holders of Floating Rate Notes of the above issue are 
hereby notified that for the interest period from 24th 
July, 1990 to 24th October, 1990 the following 
information will apply: 

L Rate of Interest: 15.125% per annum 

2. Interest Amount payable on Interest 


Payment Date: 


3. Interest Payment 
Date: 


£190.62 
Per £5,000 nominal or 
£1,906.16 

Per £50,000 nominal 
24th October, 1990 


Agent Bank 

Bank of America International Limited 


Tops Series V Limited 

(Incorporated with limited liabHirj in die Cayman Islands) 

U.S. $150,000,000 

Series V Floating Rate Trust Obligation 
Participation Securities due 1992 
Secured by a Charge oa a Portfolio offixed Rate Bonds rod 

Notes with an aggregate principal amount 

Of U& $215,275,000 

For the period 24th July, 1990 to 24th January, 1991, the aHmrfi-i— 
will carry an interest rate of 8.3375% per annum with a coupon 
amount of U.S. $10,653.47 per U.S. $250,000 denomination and 
U.S. $21,306.94 per U.S. $500,000 denomination. 

Listed on the Luxembourg Stock Exchange 


Bankers Trust 
Company, London 


Agent Bank 
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INTERNATIONAL CAPITAL MARKETS 


Tokyo institutions build 
up derivatives expertise 


By Andrew Freeman 

LAST week Nomura Inter- 
national, the largest of the Big 
Four Japanese securities 
houses, announced its Inten- 
tion to set up an equity deriva- 
tives team in London, New 
York and Tokyo. Yesterday, 
Tokai International, one of the 
smaller Japanese securities 
houses in London, revealed it 
had hired a senior arbitrage 
trader from Salomon Brothers. 

These are the latest steps in 
what officials confirm is a 
noticeable trend towards the 
acquisition of financial engi- 
neering and derivatives exper- 
tise by Japanese banks and 
securities houses. 

The Nomura move was not 


unexpected, following a pat- 
tern set by the leading US 
investment banks and broker- 
age houses. But the hiring of 
Mr Kaveh Alamouti by Tokai 
did raise eyebrows. Tokai con- 
firmed his appointment yester- 
day. It is understood he will 
concentrate on swaps, options 
and arbitrage trading for the 
firm’s own account 
The motives for increasing 
exposure to complicated finan- 
cial instruments and strategies 
are several. The most obvious 
is profitability, with high 
returns available for those 
houses which take the correct 
positions. The temporary 
dearth of Japanese equity war- 


rant business earlier this year 
made the houses think hard 
about where their fixture earn- 
ings might be derived. 

Customer demand is driving 
the development of some prod- 
ucts such as basket trading in 
US stocks, although the Japa- 
nese houses often face difficul- 
ties In penetrating the local 
equity markets in which the 
underlying stocks are based. In 
the long-term, the real reason 
for the sudden interest is an 
industry-wide perception that 
those houses which acquire 
expertise today will be in a 
strong position to win val uable 
business when the domestic 
market in Japan is liberalised. 


Austrian bank in $200m issue 


By Tracy Corrigan 

OESTERREICHISCHE 
Kontrollbank brought a 8200m 
issue of 9 per cent five-year 
Eurobonds, which met pent-up 
demand for top-quality dollar 
paper, dealers said. The bonds 

INTERNATIONAL^ 

BONDS 

were considered correctly 
priced at a yield spread of 43 
points above the five-year US 
Treasury. 

Spreads on five-year issues 
for the likea of the World Bank 
and Kreditanstalt fuer Wieder- 
aufbau have tightened over the 
last week or so, as institutional 
and retail demand has been 
concentrated at that area of 
the yield curve, dealers said. 


Volatile trading conditions on 
Monday did not appear to have 
adversely affected interest in 
the market. 

The OKB deal, bought 
mainly by institutional inves- 
tors, was bid at 100.27, above 
its fixed reoffered price of 
100.25. The funds were 
swapped into floating-rate 
D-marks, with redemption to 
b e paid in Swiss francs. 

KFW International Finance, 
an arm of the German recon- 
struction agency Kreditanstalt 
fixer WIederaufban, tapped the 
pjmMHinn dollar sector. Some 
interest in Canadian dollar 
paper has been rekindled by 
the historically wide spread of 
about 2% points between the 
C anadian and US bond mar- 
kets. 

Lead manager Dresdner 


Bank reported firm demand for 
the 11% per cent five-year 
bonds from Investors in Ger- 
many and Switzerland. But 
demand for most Canadian 
paper remains sporadic. 

The deal was bid within 
fall fees of 1% at less l % 
points. 

British Gas International 
Finance’s LlOObn offering of 
1 214 per cent four-year Euro- 
bonds suffered from a general 
weakening of interest in the 
lira sector, dealers said. The 
c urr ency is viewed as close to 
the top of its range, while the 
supply of new issues, prompted 
by attractive swap opportuni- 
ties, has sated some appetites. 

The issue, which was under- 
written by Banca Commerdale 
Italians, was bid on full 
fees of 1%. 


NEW INTERNATIONAL BOND ISSUES 


Anowi m. Coupon % 


_ F**s Book nmnw 

US DOLLARS 

Rleoh Co.* 300 4* 100 1994 2 Vi *2 Mo mum ML 

OasL (Control tbarik(b) ♦ 200 9 1 00V 1995 2Sbp JP. Morgan Sacs. 

Nacftt-Fujikoahl Corp.* ISO 4\ 100 1994- YnmalchJ Int (Europe) 

Mitsui Tafyo Kobo Banfc(d)+ 30 aero 95.82 1991 1/% Mitsui Talyo Kobe i 

CANADIAN DOLLARS 

KfW ml Finance Inc.ffl^ ISO 11% 101*8 1995 iyUj Dresdner Bar* 

LIRE 

British Gas InL Flnanca{a)+ lOObn 12% 101.40 1994 1%/1% Bca-Commerclale Italians 

SWISS FRANCS 

Montreal Trust Co.(a)*-»» 100 7% 101% 19B5 1% UBS 

YEN 

Den Norsks Banfc(a)+ Eton 7.31 101% 1983 1%/% 1BJ ML 

NEW ZEALAND DOLLARS 

Telecom of New Zealand(c)+ 60 13% 101.30 1993 1%/1 KredletbanA NV 

★♦Private placement. *Wlth equity warrants. ♦Final terms, a) Non-callaMe. b) Fixed ra-offer price. Mon-callable, e) Issue 
Increased tram NZ$50m. Mon-callable, d) Partial amount of S20m retired end March 1901. 


Krodietbank nv 


Algeria to 
raise $lbn 
through use 
of collateral 

By Francis Ghltts 

ALGERIA plans to nse 
collateral to encourage com- 
mercial lenders to refinance 
part of its $25bu foreign debt 

Banque de lTTnion Euro- 
peene Is understood to be act- 
ing as technical adviser to the 
Algerian authorities over the 
possibility of raising the 
equivalent of 81bn to 81 Aim in 
collateralised loans. The loans 
would be partly secured on 
zero-coupon bonds. 

During a meeting with his 
Algerian counterpart, Mr 
Ghazi Hidonci, yesterday in 
Paris, the French Minister of 
Finance, Mr Pierre Beregovoy 
gave bis blessing to an Alge- 
rian attempt to raise $lbn to 
81.5bn in loans through a 
group of French banks which 
would benefit from an Alge- 
rian collateral, suggesting the 
French would be willing to 

ment bonds to assist the Alge- 
rians. 

A Central Bank of Algeria 
report, presented to interna- 
tional bankers at a meeting in 
London three weeks ago, 
suggested that if it could raise 
an annual $3bn in collater al- 
ised loans, Algeria could 
reduce its debt service ratio - 
now standing at 75 per cent - 
to 24 per emit by 1992-3. 

Algeria faces a bump of debt 
repayments over the next 
three years, but remains deter- 
mined not to enter into a 
wholesale rescheduling. 

Mr Bdregovoy also agreed 
yesterday to disburse the 
remaining FFr2hn worth of a 
FFr4bn in loawx extended to 
Algeria 18 months ago. Half of 
the loans, which provide for a 
mix of 20-year Treasury loans 
and 10-year gwmwiaweiai cred- 
its guaranteed by the French 
export organisation Coface, 
has already been drawn down. 

Meanwhile, a three-year 
revolving package of export 
credits, worth FFrSbn, three 
quarters of which has been 
drawn down and which was 
part of the same accord, is 
expected to be increased by 
Fftlhn. 

Talks are also underway to 
find a solution to various dis- 
putes about payments to 
French companies, including 
one bet w een Air Algdrie and 
Air France. 


Chicago 

Barbara Durr on 


T he Chicago Board of 
Trade (CBOT) is deter- 
mined to move ahead 
swiftly to Implement reinsur- 
ance futures, despite a high 
level of scepticism about the 
product within the US insur- 
ance industry. 

The fixtures exchange's latest 
initiative has been to expand 
significantly its proposal for 
the new product, adding home 
owners and commercial prop- 
erty damage to the motor and 
health reinsurance contracts 
which were originally envis- 


The exchange appears eager 
to score quick, high marks for 
innovation even if it means 
doing so at the expense of 
insurance companies and 
insurance regulators. These 
mostly ttod themselv es floun- 
dering in a morass of misun- 
derstanding about the basic 
working concept of a reinsur- 
ance future. 

Why is the CBOT pushing 
reinsurance contract develop- 
ment so hard? Firstly, it is con- 
cerned about having too many 
eggs in one basket CBOT trad- 
ing volume is dominated by US 
Treasury band futures where 
competition is rough and profit 

margins are hnlng Innwaringly 
squeezed. 

Secondly, competition to be 
the first to introduce a reinsur- 
ance future, and play a pivotal 
role in the $30tm US reinsur- 
ance Industry, is fierce. Find- 
ing a workable formula for the 
standard specifications 
required has not been easy but 
the CBOT appears to have 
overcome this and is eager to 
put its plans into operation. 

The CBOT is devoting 81m to 
developing the reinsurance 
contracts and its officials are 
busy consulting the industry. 
The addition of home owners 
and commercial property dam- 
age reinsurance to the list of 
contracts arose out of these 
discussions. 

But the insurance industry 
at large appears less than sold 
on the idea. "On the face of it 

MR Lauro Cavazos, US 
Education Secretary, said loans 
guaranteed by the financially 
troubled Higher Education 
Assistance Foundation (HEAF) 
would remain government 
guaranteed. Renter reports. 

He said HEAP’S problems do 
not threaten the integrity of 
the national student loan pro- 
gramme. Mr Cavazos said a 


fails to excite insurers g 

the CBOT’s plans for a reinsurance futures contract 

ij.tnioiHHnn and Finance at 
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Chicago Board of Trade: eager to put its plans into operation 


it seems to operate just like 
reinsurance, providing a cap 
on your exposure,” said Mr 
Jack Blaine, president of the 
Washington-based Reinsurance 
Association of America. 

But until there is more infor- 
mation on whether the fixtures 
will be a competitive product, 
Mr Blaine feels that reinsur- 
ance companies are going to 
adopt "more of a wait and see 
attitude." 

Mr Ken Towers, executive 
director of the niinnia Insur- 
ance Information Service, said: 
"There are so many unan- 
swered questions that I would 
have to view it cautiously. It's 


Pledge on HEAF loans 


department task force was 
reviewing HEAF’s problems. 
His comments came after 
reports that HEAF faced possi- 
ble bankruptcy if it did not 
merge with a loan guarantor. 

Under secretary Mr Ted 
Sanders said that a merger was 


not a viable situation. 

Options, he said. Included 
HEAF’s termination as a guar- 
antor and the formation of a 
new agency. Asked if HEAF’s 
troubles might he the first of 
many for such loan guarantors, 
Mr Sanders said: “We do not 


Administration and Rnanttat: 
Allstate iMuranc^^ citb^ 
few industry eaorttas wjfflBg - 
to comment on the subtecL- 
said he did not aBtodrate 
futures threatening or repac- 
ing reinsurance, wnkm B pro- 
vided in highly customised: 
■ * . ■ * 


hard to Imagine insur ance 
companies walking away from 
some thing that works (reinsur- 
ance), to something so specula- 
tive." 

T he information gaps are 
even more noticeable at 
the regulatory level. Ms 
Miriam Boggio, Deputy Super- 
intendent of the New York 
Department of Insurance, said 
that while insurance compa- 
nies are allowed to hedge their 
investment portfolios, it is not 
clear how futures fit in. She is 
waiting to meet CBOT officials 
for more information. Mr Dan 
Kupper, vice president for 


He did not doub t, ho wever, 
file fixtures couM serve as one 
more option to help manage 
insurers’ risk that are “short- 
tailed," or those where damage 
(not liability) claims art’fflfid : 
ftiQy and immediately after an 
event, such as a hurricane. 

But be was guarded about,, 
the possibility of Allstate using 
the fixtures, “We make ami whi 
continue to make use of reto- 
surance,” he said. 

Mr James Skelton, president : 
of the Illinois Insurance 
Exchange, a type of inini- 
Lloyd’s that is comprised 
underwriting syndicates, was . 
dubious as. well that the. DR's _ 
syndicates would use the 
futures. . Other significant 
insurance companies bad stiff 
not studied the proposal ... 
enough to commout about if cr 
how they might use the con-. 
tr acts. Industry and regulators .. 
did, however, challenge.' 

(Hrorilv flip atfnristlc flarntg of 
theCBOT regarding the poten- 
tial of reinsurance futures -to ; 
stabilise risk for the i nsura nce 
industry and so lower premium - 
costs for the public. 

"That's ridiculous,’’ said Mr 
Blaine flatly. Competition in : 
the reinsurance industry is., 
healthy and very keen, he said. 

CBOT officials have 
suggested that perhaps smaller 
to medium-sized insurance.', 
com panie s, with less powerful 
positions to deal with reinsur- 
ers might be more likely candi- 
dates to use the fixtures as an 
alternative to reinsurance. 

They may not be able to 
obtain a customised reinsur- 
ance deal, but with broker's 
fees running as high as 20 to 25 . 
per emit, the fixtures will be ■- 
cheaper and easier to execute* 
a CBOT official said. 

believe HEAF is the first in a 
long string of failures in irin- ; 
surance agencies.” 

• Hie Bank of Greece, which 
co-ordinates public sector bar- V'' 
rowing, said yesterday that it : 
had not sought to blame any r- 
party for the delay in launch- ^ 
ing a syndicated load fear Hal- 7 
lento Refinery following a.'-: 
mix-up in the loans market - . - 
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FT-ACTU ARIES SHARE INDICES 


e The Bnan c fai Time* Ltd 1990. CompHod by tiae Financial Times Ltd 
fen conjunction wftft the Institute of Actuaries and the Faculty of Actuaries 


LONDON MARKET STATISTICS 


RISES AND FALLS YESTERDAY 




TRADED OPTIONS 


A LATE squeeze In the stock 
futures market drove prices 
higher despite nervousness on 
the underlying market, while a 
sharp decline in Reuters shares 
triggered a bout of activity In the 
traded options market 
Once again, the futures market 
followed the pattern of recent 
days, with a strong opening per- 
formance after Wall Street closed 
above Hs worst levels. But it was 
the cash market which Influenced 
futures trading. A programme 
trade in the underlying market 
believed to be by a US Investment 
house, gave the stockmarket a 
boost and dragged the deriva- 
tives markets behind it 
However, worries about poor 


US corporate earnings caused the 
futures market .to turn lower 
around the middle of the session. 
This 'provoked' a self-off In the 
cash market Wall Street traded 
erratically during London's after- 
noon but a late squeeze in the 
futures market pushed prices 
higher just before the close. 

The September FT-SE 100 index 
dosed at 2,418.0, up 7.0 points on 
the day. Its premium to the cash 
index closed at 50 points com- 
pared with 48 on Monday. 

In the traded options market 
dealing in Reuters options waa 
boosted after its shares fell by 15 
per cent following the company’s 
warning that profits growth in the 
second half of this year would be 
«us puis 

U Ja M Otl Ja er 


less than in the first half. 

The sharp fall in the shares 
caused puts to be' marked. higher. 
The August 1050 puts showed one 
of the steepest increases, dosing 
at 52p against an opening 2p- 

Reuters traded a total -of 2£48 
contracts, of which 1,424 were 
calls and 1,224 were puts. The 
August 1100 calls were the most' 
active, trading 578 lots. 

Total options market turnover' 
stood al 30,309 contracts, of which 
18,372 were calls and 11,937 were 
puts. The FT-SE index option 
traded 7,418 contracts, of which 
4.155 were calls and 3^83 were 
puts. 

The July 2,360 puts, at 1,133 . 
contracts, was the busiest 
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UK COMPANY NEWS 


Hambros unveils 
£24.5m agreed 
offer for HATT 
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ByOavkfOwan 

HAMBROS, the merchant 
banking * group, yesterday 
unveiled a recommended offer 
for Hsmbn*. Advanced Tech- 
nology Trust that values the 
specialised tawestmenk trust at 
some CM Jo. 

The move came within throe 
weeks of HATTs announce* 
meat that it had received an 
approach that might result in 
as offer being made: Hambros 
already controls 49,3 per cent 
of the shares. - ■ 

The offer was made as HATT 
reported pre-tax profits dou- 
bled to £188,000 (£92400) for the 
six months to March 3L Net 
asset value per share, by con- 
trast, edged down from I23p to 

120 pt. 

A charge of £651,000 was 
made against the carrying 
value of Che company's portfo- 
lio. following the complete 
write-off of two of Its invest- 
ments and the registering of 
"substantial" write downs 
against another two. 

"While the overall value of 
the quoted holdings was rela- 
tively static, the continuing 
high level of Interest rates In 
Britain has M a substantial 
impact on several of the earlier 
stage unquoted companies,” 
the company said. 

Hambros explained its bid 
for the high technology ven- 
ture capital company in terms 
of tax ramifications arising 
from its status as a quoted 
investment trust 

This structure was unsuit- 
able for distributing to share- 
holders profits arising from the 
sole of Investments, the group 
said. ” A proportion of the prof- 
its on the sale of these invest- 
ments were subject to taxation 
on capital gains In the hands of 


HATT and the special dividend 
Itself was then subject to far- 
ther taxation on income in the 
hands of HATT shareholders, 1 
. it elaborated. 

A £12-5m cash payment relat- 
ing to gains on the com- 
pany's bolding in Vodafone 
was distributed to shareholders 
as a special dividend in a 
highly unusual move in 1989. 

16 months ago. Ham , 
bros bid £i66m for Hambros 
Investment Trust In a dis- 
guised rights Issue that raised 
about nOQzn for the hank. A 
Hambros spokesman described 
yesterday's offer as "more of a 
tidying-up* 

The offer will be cm the basis 
of 12 new ordinary shares for 
every 25 HATT units. A cash 
alternative of 120p is proposed 

To finance the wh altema 
five, Hoare Govett has under- 
taken to procure purchasers 
for up to 4.74m new Hambros 
shares at 250p. or to purchase 
them itself. Allowing for a fur- 
ther 509,000 new Hambros 
shares which may be issued to 
finance proposals made to 
HATT option-holders, some 
5.25m new shares may be 
issued In connection with the 
offer, representing Z3 per cent 
of the merchant bank's capital. 

If the offer becomes uncondi- 
tional. Hambros intends to dis- 
pose of HATTs quoted invest- 
ments, using the proceeds to 
reduce borrowings and to 
expand its direct investment 
activities. The group said that 
it plans to invest up to £3m in 
a new high technology venture 
capital limited partnership. 

Hambros shares dipped 5p 
yesterday on news of the deal 
to 2S8p. HATT climbed 8p to 
U7p. 


DIVIDENDS ANNOUNCED 


Current 

payment 

Date of 
payment 

Correa - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

AJtfcan Homo ............tin 

1 

Nov 1 

0.5 

1 

0.5 

Bensons Crisps §__Jnt 

0.0 

Oct 1 

0.S 

- 

2.25 

Blacks Latsurs fin 

nil 

- 

0.1 

0.05 

0.15 

Brit BloodtoocfcS tin 

6.3 

Oct 8 

6.3 

8.8 

8.8 

Co shot fin 

0.1* 

Oct 1 

nil 

0.1 

12 

Murray Smatiar -tin 1 

2.2 


2 

3.3 

2.65 

Radius'S tnt 

0.9 

- 

0.75 

- 

2.65 

Reuters ...... — .Ini 

4,4 

Sept 17 

3.6 

- 

13 

Wood (John 0)5 -~fln 

0 J 

Sept 27 

0.5 

22 

2 


Dividends shown pence per shore net except where otherwise stated. 
‘Equivalent alter andwfng tor scrip Issue. TOn capital increased by 
rights and/or acquisition laauoa. SUSM stock. *For nine months. 


Honorbilt 
dealings 
halted as 
losses arise 

By Man! Deb 

HONORBILT GROUP, the 
menswear designer and dis- 
tributor listed on the Third 
Market, yesterday colled a halt 
to dealings pending a clarifica- 
tion of Its financial position. 
The shares were suspended at 
valuing the company at 
tljSm. 

The directors blamed losses 
in the UK, mainly due to cash 
flow restrictions following the 
acquisition of the GaUlni 
Group lu September 1988, 
along with the difficult trad- 
ing conditions and the high 
Interest rates. 

A writ for substantial dam- 
ages, behoved to be £5m, has 
been Issued against Shelley 
Simmons Pinnlck and Co, for- 
mer auditors of G alllni who 
also acted as accountants to 
the group on the acquisition. 

A spokesman for the accoun- 
tants reused to say whether 
the writ would be contested. 

Honorbilt has meanwhile 
postponed its planned flota- 
tion of Tomato In the US in 
September at a market capital- 
isation of f28m-$30m, because 
it could not give sufficient 
assurances to the US brokers 
regarding the stability of the 
UK operations. 

The company spent glim on 
buying Tomato, the Califor- 
nian clothing designer and dis- 
tributor, last year, and this 
acquisition helped to raise 
pre-tax profits from £372,000 
to £596,000 for the six months 
to the end of January 1990. 

In view of the difficulties, 
the group Is holding talks with 
Its bankers, Midland Bank 
regarding the financial posi- 
tion, the statement added. 
Honorbilt declined to comment 
yesterday. 


Honorbilt 


Sharo price (pence) 
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Mr Glen Renfrew (right), managing director chief executive, unveils the half-year results of 
Renters Holdings, the financial Information and news group, yesterday along with Mr Nigel Judah, 
finance director and company secretary. 

Renters saw its share price foil by IS per cent after Mr Renfrew said cancellations of Its 
screen-based services to the world's financial markets had incre ase d. This was in spite of the 1H 
that Reuters reported pre-tax profits up 23 per cent to £l67m, with revenue op 26 per cent to 
£688m and earnings per share up also up 26 per cent to 25LSp. 

Mr Rob Rowley, deputy finance director, said Reuters had seen a substantial increase in 
editorial costs as the company developed coverage of capital markets and company news and 
Improved its reporting strength, particularly in eastern Europe. 


Blacks Leisure drops 
to £lm and omits final 


By Nigel Clailc 

PROBLEMS In its fashion and 
textiles side and higher inter- 
est charges left taxable profits 
at Blacks Leisure, the camping 
and sporting goods company, 
at £l.Q2m for the 53 weeks to 
March 3, less than half the 
£2. 85m of the previous 12 
months. 

Fashion and textiles reported 
operating profits of £156,000, 
against £1.76m with Miss Sam 
and S Eker underperforming. 

The board will not be recom- 
mending a final dividend leav- 
ing the total for the year at 
0.05p, against 0.15p. 

The accounting inaccuracies 
previously announced at Miss 
Sam resulted in the first half 
figures being overstated, said 
Mr Simon Bentley, chief execu- 
tive, and an extraordinary 
charge of £132,000. 

This amount was said to 
have included payments to or 
on behalf of Mr Stephen Mor- 
ris, or related parties. Mr Mor- 
ris, founder of Miss Sam. 
resigned as managing director 
at the end of May. At the time 
It was said he would be receiv- 
ing no compensation. 

Attributable profits for the 
previous year were also 


reduced by £167.000. 

Mr Bentley said that the new 
structure at Miss Sam should 
ensure that the problems did 
not recur. "We are pleased to 
report the resumption of satis- 
factory profits at Miss Sam.” 

Group interest payable was 
£1.59m (£864,000). Since the 
year end SWJ, the menswear 
retailer and wholesaler, had 
been sold to management 
resulting in a reduction In bor- 
rowings. 

Of the present year Mr Ben- 
tley said the company had 
been encouraged by the trad- 
ing in the first three months. 
He said that management fig- 
ures for the period showed 
profits of more than £lJm 
before finance charges of 
£400,000. 

Turnover for the period 
under review was £53 -85m 
(£47.8m). After tax of £140,000 
(£372,000) earnings per share 
were 3-83p (12p) or 3-28p fully 
diluted. The total net extraordi- 
nary charge was £541,000 
(£261,000) which included the 
£366,000 costs of its aborted 
takeover of A Goldberg. 

The shares closed at 45p, up 
3p on the day. 


Intrum Justitia 
pays £19.6m 
for CAS Group 

By Clare Pearson 

INTRUM JUSTITIA, the 
European debt recovery 
company, has followed up its 
listing on the London stock 
market last month with an 
announcement that it is paying 
£19 .6m to buy CAS Group, a 
UK consumer debt collection 
agency. 

CAS maria pre-tax profits of 
£2JB8m (£L53m) on turnover of 
£14£m C£i0.6m) in the year to 
the end of December 1989. 
Intrum says it has a “blue 
chip” list lncinriing seven out 
of the UK's top 10 hanks, five 
oat of the 10 fag««ng building 
societies and major mail order, 
credit card and rental 
companies. 

The acquisition is being 
partially financed through a 
vendor placing of up to 5m 
shares at Sip. Last month. 
Intrum, at the same price per 
share, placed 14 per cent of its 


equity, giving it 
ipitalisati* 


a market capitalisation of 
683m. 

Intrum, which operates in 13 
countries, already hag one UK 
operation: Unicoi, a 

London-based debt recovery 
and export Iranranee tvim*»rn 


V-a 


GENERALI 


1989 HIGHLIGHTS 


1989 CONSOLIDATED STATEMENT 


(OOOUS $)* 

1989 

1988 

Premiums written 

Premiums ceded 

4,333,452 
- 684,094 

3,931,987 
- 545*27 

Net premiums 

3,740,368 

3,388,160 

Net Investment Income 

Technical interest allocated to Life funds 
Insurance underwriting result 

Sundry income and expenditure 

867,444 

- 461,196 

- 139,964 

4,440 

726^16 

- 374,549 

- 84,766 

- 36,740 

Operating profit 

280,724 

28L261 

Profit on sale of properties and securities 
Unrealized capital losses on securities 

Taxes 

179,380 

- 62,279 

- 70,721 

162,647 

- 60,067 

- 66,168 


Total other items 
Profit far the year 


48£80 

807,104 


38,412 

267,678 


ASSETS (000$)* 

1989 

1688 

Building and form property 

Fixed-interest securities 

Shares (including Associates) 

Mortgage and policy loans 

Deposits with Ceding Companies 

Bank deposits 

Accounts receivable and otter assets 

4^077,887 

13,768,079 

4^38^87 

L380400 

608,616 

umjm 

3^04,098 

8£29,477 

12^021,629 

3,766,164 

1,174^79 

507,813 

951,839 

2£84,6S5 

Total 

28£90,067 

25,184136 

LIABILITIES (000 US$)* 



Provisions lor insurance liabilities 

Be Insurance deposits 

Other liabilities 

Minority shareholders' Interest 
Shareholders’ surplus 

Profit for ti» year 

21406447 

242,094 

2/162,998 

409,837 

3,417,314 

45L617 

19,069,716 

217,639 

2^)12,793 

349878 

3,082,786 

401,824 

Total 

28,390,607 

25484,636 


* AB of abon Sited Ifeans tan tom converted at Che rate of eccheu*# of lire 1^70.5 to die USS. 


(tern prrwbma w ri tte n by the Company totalled 
USS 4£nfim (+12.1% onr the previous year, 
at equal rates of exchange); the life department 
contributed OSS 1369.7m and the Non-Life 

hM .i t, ww ^ i^taa Hm 

Total tamstiacnta readied UBS lL242-7m showing 
a growth oTlZBV 

Net Investment income totalled USS 857.4m 
showing a growth of 18JLX. Ttw average yteM has 
been &1X. Rmflamd capital gates generated from 
the —i» of —i. i -i ti - . to tiS S 128 -lm 

and from the sate cf properties to USS 6L3m. 

Urn profit br the peer amounted to USS 307.1m 
(+ 14.7* over the pterions jear); frees this profit 
an amount of USS 1602m has teen allocated w 
the nsenes, of wfateh USS 98m faneaaed tee 


The i— **«**| | hi t — iM wwff companies tape 
been revalued bj OSS TOSnq this amount has 
been canted to theanreqnndhig reserve. 


• Profit per share (USS) 


1M8 


Profit 

Dividend 

Payout redo (per cent) 


Q57B 

0.276 

48 


lbs shanboUen 1 surplus including the year's 
profit reached USS 2^43m showing an increase 
of USS SSlJm owr tee previous year. 

Dividend per share la OSS 0276 showing an 
Increase of &1X am 1088. 

The Meeting decided to increase the Company*!! 
capital from Lire LDU mu ten to Un 1,168 billion 
through tee Issue of bonus shares to be assigned 
to the shareholders in the proportion of 1 new 
share Cor every 10 held; the new duns are 
dMdend bearing as from LL1BS0. 

The Brtnordlnaty General Meeting approved 
the merger of the foUyownod property subeldlwy 
Genodil S.pA into Awdcnadoal Generali S-pA. 


i This statement consolidates 68 insurance 
compantee operating in some forty markets, 
(including 7 Eorop Assistance companies), 
31 flnsndal, 28 property and 3 agricultural 
companies where Generali directly or buU- 
rectly bolds more than 50X of the shares. 

• Gross premiums smomit to USS 0,424-Bra 
(+10,1%), of wfateh USS S^flSAn is for Lite 
and USS 6,1288m for Non-Lite. The geogra- 
phical breakdown is » follows; Italy 37.0%; 
other EEC Countries 41%; rest of Europe 17.0%; 
rest of the world 3-2%. 

Investments total USS 25,185Jm (+ I3JJ*). 

Investment income amounts to USS LB59m 
(+14.7%) of which 64Ji% is produced by fixed- 
interest securities, 165% by property, 8J>% by 
stores, 4JBX by bank deposits and &6% by other 
investments. 


> The prorialnna for insarance Uabflitiea amonnt 
to IBS 2L80«L2m (+14.4%). 

i The ohnwiifliiif 1 ampins nhwhiIn to USS 
3,768J3m and 00.7% belongs to the Parent 
Company, the minority Interest being 98%. 

i The profit for the year inc reas ed by UL4% to 
IBS 461.6m originated f rom: 

(poo USS)* 1888 1888 

Parent Company's profit 307,104 267,673 

Profit of the other 

Companies 272,003 221^73 

ComaUdstiou 

adjustments - 68,706 - 88,088 

C o reeMatodprcflt 51*402 466JM 

Minority interest - E8£85 - 48,736 

Profit brthe year 461*17 40LB24 


Bead Office In Trieste (Italy) 


Parent Company: Asstaaiazfoxii Generali 


GENERALI 

Asaauaaaoi GeneraE 


ColoroU receivers 
sell Denby division 
to its management 


By Maggfs Urry 

THE RECEIVERS of Coloroll, 
the home furnishings group 
which went into receivership 
early last month with debts of 
between £300m and £4 00m, 
have sold the Denby division to 

its management 

The sum involved was not 
disclosed, though it is believed 
to be between £5m and £10m- It 
is the first significant sale of a 
ColoroU business, Ernst & 
Young, the receivers said. 

Mr Nigel Hamilton, one of 
the joint administrative receiv- 
ers, said that there were a 
of p m^” interested in 
virtually all the remaining 
Coloroll businesses. The furni- 
ture business was dosed when 
the receivers were first called 
in. However, he said it was still 
very unlikely that sharehold- 
ers in Coloroll would get any 
money back. 

Denby, which makes table- 
ware and employs 400 people at 
a single site in Denby. near 
Derby, was taken over by Colo- 
roll in 1987, when it bought 
Crown House which also 
owned Edinburgh «nri Thomas 
Webb crystal and George But- 
ler silverware. 

In its latest year Denby 


made sales of £9.7m and was 
mairing nearly in pioffts. 
A number of buyers were inter- 
ested in Denby, which is a 
well-known brand name, but 
the management bid suc- 
ceeded. The buy-out is bac ked 
by 3i, the venture capital 
group, with the management 
taking over 50 per cent of the 
equity. 

When Denby was acquired 
by Coloroll it was loss-making 
and sales were declining. But 
since then its sates have grown 
substantially and tha b usiness 
has returned to profits, Mr 
Stephen Riley, who is heading 
the buy-out, said. 

Mr Riley, who joined Denby 
2 K years ago. said it was a 

f iiririamonfrally vmmri business 

which had begun to be affected 
by Coloroll ’s demise. He said 
that Coloroll bad invested in 
new kilns at the plant over the 
last three years but had lat- 
terly had to clamp down on 
spending. 

Denby is now working dose 
to capacity, Mr Riley said, and 
about £4m would need to be 
spent in the next few years to 
expand production at the 
plant. 


Casket incurs £3m loss 
and confirms HQ sale 


By David Owen 

CASKET, the clothing, leisure 
products and home furnishings 
group, yesterday revealed 
hefty losses for the nine 
months to March 31 and con- 
firmed that pi ig n sale of 
of its Gorse Mill headquarters 
bad been completed. 

The group, which in Febru- 
ary rescued the venerable Brit- 
ish Eagle Cycles from the 
dutches of the Receiver, is in 
the throes of a far-reaching 
restructuring under new man- 
agement. It said that it had 
traded on budget in the first 
three months of the current 
year. 

Pre-tax losses for the period 
just ended totalled £3.17m, 
inriniting a £L6m exceptional 
item, versus a slim profit of 
£529,000 fin: the year to June 30, 
1989. 

The charge related to the 
reduction of “excessive” stock 


levels and the reorganisation 
of certain textiles anri clothing 
operations. Turnover 
amounted to £68Jhn, against 
£95-6m. 

In addition, extraordinary 
losses of £Z0lm (£507,000) were 
recorded in respect of the dis- 
p osal a nd closure of non-core 
activities. 

This swelled the retained 
loss for the latest period to 
£5Jfim and took the loss per 
ordinary share to 9.3p, com- 
pared with earnings of 
ffTp. 

The payment of a “nominal” 
final dividend of OJlp (nil) was 
recommended. maMng a total 
of O.lp (1.2p). This payment 
will not, however, be marin in 
respect of shares issued in 
accordance with Casket’s one- 
for-ane rights issue In May. 

The shares were unchanged 
at 17%p. 
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PCO FINANCE LIMITED 

£28,000,000 

8 per cent Convertible Capital Bonds due 2005 
guaranteed on a subordinated basis by 


PREMIER CONSOLIDATED 
OILFIELDS pic 

and convertible into 2 per cent Exchangeable 
Redeemable Preference Shares of the issuer and 
exchangeable for Ordinary Shares in the guarantor. 


ADJUSTMENT 
OF EXCHANGE PRICE 

Notice is hereby given that foDowing 
the capitalisation issue of Ordinary Shares made by 
Premier Consolidated Oilfields pk at the rate of 
one share for every ten shares held, the Exchange Price 
of the Convertible Capital Bonds has, in accordance 
with the Trust Deed dated 28 February 1990, 
been adjusted from £132 pence to £1 J20 pence with 
effect from 25 July 1990 


July 1990 


Chase Manhattan Bank 

Principal Paying Agent 



MEMBER AFBD 


ARE YOU GETTING THE 
SERVICE YOU DESERVE 
FROM YOUR BROKER? 

CALL CAL NOW! 


CAL Futures Lid 
Windsor House 

33 Victoria Sneer 

I rtOn dpp 

SW1H0NW 

TcJ; 071-799 2233 

Roc 071-799 1321 
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UK COMPANY NEWS 


Christies growth slows 
but sales pass £1.3bn 


By Clare Pearson 

DIMINISHED demand for 
Impressionist and modem art 
did sot prevent sales of Chris- 
ties International, the auction 
house, passing the $2bn 
(£ULbn) mark for the first time 
during the season ending this 
month. 


last year, worldwide sales rose 
40 per cent to £L38bn (over 
£L3bn). The advance was, how- 
ever, slower than the previous 
season’s 63 per cent lncreasa 

Lord Carrington, chairman, 
said: "Sales of Impressionist 
and modem art are still strong, 
but with expectations higher 
than ever, overpriced items are 
not wwiUng as well. 

"Buyers are spreading their 


interests into the less explored 
areas of the art mar- 
ket . . such as Old Master pic- 
tures, furniture, jewellery and 
silver." 

During the spring in London, 
a Florentine cabinet made for 
Badminton Honse fetched 


previously achieved for a piece 
of fnmiture. 

Nevertheless, continued 
selective demand for Impres- 
sionist paintings was under- 
lined in New York in May 
when Christies shattered all 
records with the sale of Van 
Gogh’s portrait of his physi- 
cian, Dr Gachet, for £4&8m. 

Lord Carrington said a major 
Van Gogh still life had been 


consigned for sale in New York 
in November. 

Worldwide, 247 worts of art 

gnlri for more fhaw $lm par.h, 

against 147 in the previous sea- 
son. New York sates Increased 
by 48 per cent to £707m. 

At the main London auction 


cent to £470m. Su 
advances were also achieved 
by the European and Hong 
Kong operations. 

• Phillips, the smaller auction 
house, said it bad lifted sales 
by 17 per cent to £118.27m 
(£10Llm) in the year to end- 
July. Among the highlights. 
Phillips’ Edinburgh branch set 
a new record for the sale of a 
golf ball: one went for £ 8 , 800 . 


Bensons Crisps profits decline to £300,000 


Despite a 25 per cent increase 
in sales, Bensons Crisps has 
seen its pre-tax profit decline 
from £321,000 to £304,000 in the 
half year ended May 26 1990. 

Air Malcolm Jones, chairman 
of this USM-quoted company, 
said net margins Ml from 3.8 
to 3 per cent. Apart from fierce 


competition in the crisps and 
snaeic market, there were diffi- 
culties in absorbing higher vol- 
umes in the South Wales fac- 
tory which led to production 

inrfflripwripa 

Sales came to £I0.22m 
(£8. 17m) and reflected major 
gains in private label business 


and continued growth in niche 
markets. 

The trading climate 
remained difficult but signifi- 
cant sales gains had been 
TnaJn Earning s per share in 
the half were again 2L8p, and 
the interim dividend is held at 


Radius 
advances 
to £1.4m 


BADIUS, USM-q noted 
computer systems group, lifted 
its pre-tax profit by 37 per 
cent, from £L02m to £1.39m, 
in the six months ended May 
31 1290. 

That was obviously wel- 
come, said Mr Edward Sharp, 
the chairman, but he was more 
pleased about the underlying 
factors which brought that 
about 

Trading c ondition s were dif- 
ficult, but the group was see- 
ing the benefits of its continu- 
ing business Improvement and 
product development pro- 
grammes at a particularly 
opportune time. 

He said the result, together 
with order book positions, 
indicated a full year improve- 
ment in each operating subsid- 
iary. He expected the year to 
yield a s at i sfac tory result and 
that the group would be set for 
sustained expansion and a 
iwntinnally Improving finan- 
cial performance thereafter. 

Turnover in the half year 
rose 8 per cent to £14.52m 
(£13.44m). Earnings per share 
were &2p (2J5pk the interim 
dividend is lifted to 0.9p 
(0.75p) and a total of 2.7p 
(165p) is expected. 


ANGLO AMERICAN CORPORATION 
OF SOUTH AFRICA LIMITED 

(Incorporated in The Republic of South Africa) 

RcgbtratkM No. 0UOS3O9/D6 . 

NOTICE OF SEPARATE CLASS MEETING OF PREFERRED 
STOCKHOLDERS AND THEN A GENERAL MEETING 

Notice b bent? ghen tint 

(a) a meeting of the holder* of Ac six per ceai cumulative preferred stock in Anglo Americ an Corpor a tion of Sooth Africa Limited will be held ax 44 Main Street. 
Jo hanne sburg °° Thursday. 16 August 1990 at 10.10 or i mm ed ia t e ly following the conchnkm of the annual general meeting which ia to commence at 10.00 on the same day. 
whichever is the later, for the p ur p ose of considering and. if deemed fit, of pasting with or without modificatian. the fallowing rnofntian: 

'Jteaalvcd M a rerotariao passed as a special rexdniioa as con t em p lated in article 58(h) of the Corporation'! articles of association that the moiSficatun of the rights, 
privileges and conditions i n c hin g to the six par cant ctnnolarrtfc preferred node quits of R1 each in the Corporation by special resolutions Noa.1 and 2 proposed in terms oT 
paragraph (b) of the notice convening this meeting, be and it is hereby sanctioned.’ 

(b) a general meeting of members of Anglo American Corpor at ion of South Africa Limited win be held at 44 Main Street. Johannesburg an Thursday. IS August. 1990 at 

in.itw tim»rfi,>a yMiMi^il» iwirlniMi wi that day of the business of the — j— — g. whichever is the later; for the purpose of comdderh^ and, if deemed 

fit, of passing with or without wodUlcatton. the following apodal tgioimiona. namely; 

Special Uea u t ntlu a NnJ 

“That subject to the passing of the resolution proposed m terms of p aragra p h (a) of the notice co n ven ing tins "W""g and psma to dm provisions of article 57(c) of the 
- C orpor a t i oo’s strides of ssaociadoo. aM of the authorised 4 758 750 six per cent cmnnlisive pre f erred stock units of HI each, all of which have been booed, be amt they arc hereby 
MHii»^iifinM|igfMi ™Mi»iiwMWiiui'te prfwmtBn(*niiitirfBf each on the Knar and oorxSuota contained in paragraph (A) of article 3 hit.* 

Special Rrro to t ton No! 

That subject to the passing and icgianarion of special resahtfion Na.1 p ro pose d fat terms of the norice conve nin g this meeting, and shnuhanmasly with r e gistrati on, 
paragraph ( A) nf mlfh ^ M rd ite mida nf mnrMiiB khnriiy ilrlrtwl «d dm faHwniinj — (A) ntwriwirvd therefore. 

**(A) The followit^ rights, privileges and c o n d iti ons shall be j a ulr c d to each of tho 4 758 750 sis per cent camokrivc ledccmablo pref e rr e d stock tnutacfRI cadi (*tbe preferred 
stock*): . 

(a) The right So receive mn of the profits of ihe Compan y determined to- be dtouBW and. «Gxed rainml atWc .preferential d i a khud re the rale of six percent per knenm on the 

capital Cor ifarr time befarg pdd up or credited as paid op thereon in priority Iq aay payco um of rSykj^nd on lfao.ordhwij shares and S. ordinary ahna} in the capksl of the 
Com pany ; wfaieh rfivadend Shah be paid on 30 June and 31 December in cadi year bo r es pe c t of the' periods coding on those doses. The first pndErcmijil dividend shaDbo 
r e ck oned in respect of each stock unit foam I July 1990. - 

(b) The right, in a wimfing-up of the Company to a return of c a p ital paid sp or credited as paid thereon, toget h er with p a ymen t' of all amnia and nmrealv of dm fixed 
cumulative p refe renti al dividend (whether canted or de cl ared or not) down so dm dam of co mm e n cement of the winding -op. in priority to the ordinary shares and S or dina ry 
■hares hot with no further right to participate in dm profits or assets of dm Company. 

(c) The right of the holders of lbs p refer red stock to receive notice of and to be present ar any general meeting of dm Company, bat aot to rote thereat, unhaa: 

' (i) tl»c ta g fci c uu n dividend shall rciasin unpaid for sU mamba after any dam Used for the payment thereof and/or 

(ii) any resolution is ptu poae ti rfiteedy affecting the rights or psi v fl cg ca unrhln g to dm ps e fcu ed stock incl u ding a vesohitiaa to reduce dm Company's capital in any 
wajt or to place dm Company in liquidation. 

In any of those events, each ank of preferred stock sbnO, on a poU, cany ten vexes. 

(d) No other capital ranking in priority mar pad passu wUh'dte p re fe r re d stock shall Ui cuiatw l without dm san ct ion of a, resolution ptued at a npaah general of 

rim hoktam of dm preferred stock in terms of article 38(b). 

(e) The pr efer red nock shall be redee m ed by dm payment by dm Company to the holders thereof of dm awn of 60 cents in respect of each such unit of pt eft n ed stock. 
Wffdwr with payment at all arrears and a rru ne h .of dm fixed cumulative preferenti a l dividend (whether earned or declared or noij down to the date fixed tor i ad e mpti on. 
Such date shall be 3 September 1990 or snefa other date d etn mined by the directors being a dam not more than 30 days thereafter; An amount equal to rim per value of rim 
ptrftmd stock units ao redeemed shall bo transferred to a capital redemption reserve ftmd. 

(f) On and after rim date fixed for redemption the p referr ed stock unka shall confer no rights in Atom- of rim holders thereof other than the right to claim the 
proceeds and the dividend referred to In sub-article (c) hereof. 

(g) The rights for dm time being at tach e d to rim preferred mack may be m o difi ed, amemlnd or desk with in rim mnnarr menti o n ed in dam SSCblof dm articles of 
as so ci ation, but not otherwise.** 

^xdURcnhdHNoJ 

"That subject write pausing and registration of special resolutions Nos.1 nod 2 proposed in mnnaoTlfac notice convening ritis meeting, and pur s uant m dm provisions of articles 31 
and 57(e) of the articles of as s oci a ti on of the Corporation and with effect from the date fixed for redemption of rim R4 758 730 six per cent cumulative redeemable p refer red stock 
(The pr eferred stock*), each R1 writ of the preferred smefc be and it Is hereby sub-divided mao 10 preferred stock mats of 10 cents each and tmnmdiaiefy thereafter each sob* 
divided stock, onto be and it ia hereby converted boo one S or dinar y share of 10 cents ran king pari pun m all re sp e ct s with the existing 5 ordinary shares.’ 

Special Resolution No4 

-That subject ro the passing and re gi str ati on of special reaohuiaas Nos.1. 2 and 3 pro p o sed in m u m of dm notice co n v eni ng that m ee t i n g , sad with effect from rim date fixed for 
redemption of the R4 738 730 six per cent q mrnlwrt ve red e ramb l c pt c l e are d stock, rim articles of associatio n s ub mit ted to rids meeting and nririaUed by the Chmnnan for purposes 
of idcatificBtioa be and they are hereby adopted as rim articles of asyxi n ti oc of the Corpo rati on to the rxc ia don of and in snbwttntion for rn existing reticles of omodatlon.' 
Ordinary Resolution NoJ 

-Thai subject to the passing and registrati o n of special resolutions Nos.1. 2 and 3 proposed In terms of the notice c o nven i ng rids meeting, and rimnlttacously with such 
registration, the director, are hereby authorised to allot sad issue, after providing for the a H o ftncm and kne of shares in tmi of the share incentive scheme and the group 
employee shareholder scheme, the rema i nin g n nir su ed shores in dm capital of the Corporation fax their tfiscretion tat terms of and subject to the provisoes of the Co mpanies Act. 
1973. as amended.' 

Ord taa ry Rca Ot atto o No-2 . 

*Thax die share incentive scheme (“dm Scheme") approved by resolution of (be membra, of the Corporation at dm general meeting held on 24 May 1974. and amended Emm rime 
to time, is hereby further amended as follows: 

(1) The definition of “Option" is amended by the btsertioa after the word “purchase 1 *, of the words "tor subscribe far". 

(2) danse 3. is a mrra i fd by the I ns er ti on, after die sword ‘-purchase", of the wards "or su bsc rib e far". 

(3) Clause 4. ( 1 Xb) is amended by the insertion, after the word -p urchas e-, of the words “or mhscdbc for". 

(4) Claitin 4. £Xb) is amended by the Insertion at the be gin n ing thereof, of the words “Except as provided bn proviso (c) in Clouse 5 (2).". 

(3) Clause 5. (2) is amended by rim addition of the following provrioa. the existing proviso being n um bered (ak 

"(b) Provided farther that ■ P ar t icipan t may elect so accept an Offer made to him by the Trustees at the (Erection of the board, within the period stipulated in such Offer, to 
sell tda Scheme shares back to the Trustees at a price espial to rim price at winch such shares were puiuhia e d by him from the Trustees, rim y«i. . «■»« ■ price being met off 
against the amoom then owing by the Participant, or to obtain a release of his Scbenm share, against payment therefore; 

(c) Provided further that any Participant who shall have a ccept ed an Offer pursuant to proviso (b) mid to whom a ro hy ryt oa Offer ia made or to whom an Option is granted 
in senna of Clause 4 shall be codded to have tbe Scheme shares so acquired released or to exercise the Option so granted in the same percenups and after the amne 
periods refer red to in proviso, (a), ha determ i ned from the date on which tits Scheme shares boM beck to the Trustees or » relea se d consequent upon the —e wps.u . of 
an Oflcr mode in terms of proviso (b) were originally acquired by him. and such date shall for the purposes of Clouse 6. (2) be deemed to be the dale of occepcmco of 
the Offer or the date cf the grant of IbeOfaioo as the core may be. Any suefa mh a upuii t Offeror gram ofan Option, iritis in aubatinnian for the Sdmme ritsres ro sold 
back Do (be Trustees, shall be made at ihc greater of the Prevailing Mxtkct Price then applicable or the price as which the said Scheme shares were originally ac qirii c d by 
him." 

(6) Clause 7. (2) ia a m end e d by the ins e r ti on after the word "sod" where it occurs for rim second time, of the words, “save only to the extent eoutempiased by provisos (b) end (c) 
ro Clause 5. (2L™. 

Ordinary Resohrihm No. 3 

-The Corpora ti on shall altar and bone mares of the Corpora ti on to any peroral who randan an Option panted to Un pursuant to the share incentive scheme to mbacribe for 
shares in the Corporation In the number and ar the price at which such Option is exercised.* 

Tim ream for proposing the rewdotioa to be considered at rite separate meeting of holders of rim prefenm! stock is ro obtain the Ctnseu of rime holders to the amendment of tbe 
rig ht ! attaching to their stock units, 

Tbe roraoos for propo si ng «he special res o luti o ns at the general meeting of members are to provide for the re demp tio n of the preferred stock and lo include the redemption forms 
in the articles of association, to allow for Iho sub-division of the authorised preferred nock notes of R1 each into pr efer red stock units of IQ cent* each followed by the convrrtioa 
of each stock mats into S ordinary shares of 10 cents each and then to adopt now articles of association for Ihc Corporation. The effects of the special resolutions will be to achieve 
these objectives. 

Holden of share warrants so bearer who whh to attend in person or by proxy or to vote at any ge nera l meeting of rite Corporation must comply with the regulations of rim 
Co rpo i so on aadcr which share w .mnuti to bearer are toned. 

A member entitled to attend and voae at dm separate rings m ee tin g of preferred st ortl i o l d esa and/or tbe general mee ting is entitled to appoi n t a proxy or proxies to mend, apeak 
and voto bids otoad. A proxy need not be a member of rim Cor p o ra tion. 

Forms of proxy to enable sudcbdtkra and other members to vote for or against the rasotuioas or to abstain from voting were posted to registered tahfcn an 2S July 1990, 
togaber with copies of i circular » s to ckh older and other members. Proxy forms most be lodged with the Corp o ratio n's than; transfer sccre mi eM by not later than the tbng« 
rfwm. Cnmpfeiinn of a form of PTO«V will not preclude a smckhoMcr or other wwwdw fa* .K. 

By Oder of rim boaiti 

CLMAUBY 

Srcmary 

23 July 1990 


Registered effice: 

44 Main Street 

Johannesburg 2001 

(fO Bos 61SS7. Marshalltown 2107) 
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40 Holbora Viaduct 
London EC1P IAJ 
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David Hardy, 


Nostalgia and bitter mix at Globe AGM 


MB DAVID HARDY, rii alnuan, rmH n th nr 
directors bade farewell to Globe Invest- 
ment Trust at an emotional AGM yester- 
day, writes Clare Pearson. 

Nostalgia blended with bitterness at the 
meeting, which followed the recent suc- 
cessful outcome of a £Llbn hostile bid for 
the trust mounted by the British Coal 
Pension Funds. 

Mr Godfrey Chandler, the Globe direc- 
tor who is refusing to accept BCPF’s offer 
in respect of his shares, took the opportu- 
nity to criticise the Government for coaxk- 
tenanning the pension fumTs “exploita- 
tion’’ of Its special tax advantages In 


pmlthia that bid. 

“I do not twriic the Government antici- 
pated such funds carrying out financial 
rape when it gave them the tax conces- 
sions, 11 he said. 

Mr chandler said he would go if neces- 
sary to the E ur opean court to d efend his 
right to hold on to his shares. BCPF now 
speaks for 82 per cent of the equity. ^ 

Four directors are staying on at Globe 
*for the moment”, Mr Hardy said. These 
are Mr Michael Stoddart and Mr Michael 
Morley, non-executives, who int end to 
look after the interests of staff and minor- 
tty shareholders, and two executives, Mr 


David Gregson and Mr James Wedi ridk 
wmir ni is transferred to BCPF. 

Another director, Mr Nefl Youn&Jtes 
joined the board of Malvern Index Tfrrak 
a tracker tend being lanndied as an alter- 
native equity investment for Globe In veil;-; 
tors who wish to defer their capital gains 
tax liability. 

A number of private shareholders sam 
Mr Hardy had done a “treme ndous Jo b” . 
Mr Chandler went so far as to oompare Mr 
Hardy’s position to that of Sfr WmsfcaiL 
Churchill in 1945. “He has done a ta mgjT 
dons job for five years, only he goto: 
sacked,” he said. 


John Wood recovery with £0.43m 


By Clara Pearson 

PRE-TAX profits of John D 
Wood, the USM-quoted residen- 
tial estate agency, showed 
some recovery from £257,000 to 
£425,000 in the year ended 
April 30 1990 on a 4 per cent 
fall in turno v er from £5£8m to 
£5.17Ul 

There was also an extraordi- 
nary credit of £154^)00 from the 
sale and leaseback of the free- 
hold interest in the Lymington 
office. 

A final dividend of 0.7p, mak- 
ing 5L2p (2p) for the year, is 
being recommended. Earnings 
per share stood at • 3Jp 
<L7p). . . ^ 

Mr Getnge Pope, jaunt chair- 
man, activity in the resi- 
dential property market 


remained depressed through- 
out teo pprinri 

However, he had detected 
same improvement in the Lon- 
don housing market at the 
start of the current calendar 
year. 

"We saw the return of the 
first-time buyer in Battersea - 
an area which 1 regard as a 
barometer of the market — as 
well as Wandsworth in Janu- 
ary and February, ” he 

John D Wood’s tight London 
estate agents’ offices have little 
direct involvement with first 
time buying, but the increased 
activity was providing a boost 
further up the ladder, he 
said. 


The company foil into loss 
during the second half of the 
previous finanHai year as the 
malaise in the housing market 
set in. 

The lettings and manage- 
ment part of the business was 
being expanded. 

This activity increased turn- 
over by 21 per cent to £489400 
during the year while profit- 
ability rose by £46,000 to 
£59,000. 

Mr Pope said the agricul- 
tural department had a suc- 
cessful year, greatly mhanrairt 
by the opening erf a new 
in Chelmsford last May, and 
additional representation in 
Winchester and Oxford. 


WORLD RAILWAYS & 
RAPID TRANSIT 
SYSTEMS 


The Financial Times proposes to publish this survey on: 

17th September 1990 

For a full editorial synopsis and advertisement details, 
please contact 

Neville Woodcock 
on 071 873 3305 

or write to him at : 

Number One 
Southwark Bridge 
London 
SE1 9HL 


In the related country boose 

sales area, a new office ia 
Oxford was opened and .an 
office in Chippenham was ttib^ 
cated to Malmesbury. 

Deferred omsideiathm tothe 
vendor of. the lettings andmaiK 
agement business is to be paid s 
by an issue of 500,000 shams; at- 
70p each. . 
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BANK OF MONTREAL 

(A GsaaMas Okratraf AMO 

US$250,000,000 
Floating rate debentures, 
series 10, due 1998 


Interest roue for Ote period 
25th July, 1990 to 25th 
January, 1991 has been fined 
at 8.2375%. The amount 
payable on 25th January . 
1991 wiU be USS42T.03 - 
against coupon No. -9. '. 

Agent: Morgan Guaranty/ 

T rust Company 


JPMorgxm 


BRITANNIA 
BUILDING SOCIETY 


£150,000,000 

Floating Rate Notes Dne 1996 
In a ocoi danuti with the trams and 
oonri i tkM U of tbe Notes, notice is 
badly given that for tire three 
months In forest Period from (and 
induding) 24dt July, 1990 to (but 
endutfina) 24lh October. 1990. the 
Notes will carry a rate of interest of 
159to per cent, per annum. Tbe 
re levant interest Pnyment Date wiH 
be 24th October. 1990. The Coupon 
Amount per £10.000 wiH be £380.60 
payable against surrender of Coupon 
No: 16 

Hflftlh flK Ranlt 1 

Agent Bank 


THE COMMISSIONERS OF 
THE STATE BANK OF 
VICTORIA USS 300,000,000 
GUARANTEED FLOATING 
RATE NOTES DUE 1SSS 
In accordance with the description 
of the Notes, notice In hereby given 
that tor the Interest period from July 
25, 1990 to January 26, 1991 the 
Notes will carry an Interest rate at 
6.0625% per annum. 

the Internal payable on no relevant 
interest Payment Dale. January 25. 
1991 against coupon n*9 will be US* 
412JJB per Nou of USS 10.000 nomi- 
nal and USS 10.3Q2.D8 per Nofo or 
USS 250.000 nominal. 

THE AGENT BANK 



ST HONORE MAT1GNON. SfPAREX PARTtCto^imuo m / 

SOFtPA S^ A710NSS ^ ‘ 

SOPAGF9, UNION D -ETUDES ET D^STTSSTunkrrra - 
WORTH INVESTMENT 1 
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Alan Cane meets Robb Wilmot, former managing director of ICL, and considers the consolidation of European computer services 

Systems integration holds key A new round of frenetic mergers forecast 

T 

STC mi Britain’s or!/ mda- 
framg cowpMHf manufacturer. 


to FttlBaa of Jhwb £b «>wWy 
endorsed Sr Mr Robb Wlboot, 
ICL’s managing director in the 
critical yews between 1981 and 
1984. and architect of the jflffit 
technology agreement with 
Fujitsu which secured ICL’s 
future. 

He sen a powerful parallel 
between the pressures which 
brought about the 1981 agree* 
meat and the forces which led 
the STC board to approve the 

sale of Its crown jewel. He 
argues that tho computer 
Industry has changed so dm* 
mn ttraii y in the past few years 
that unfa a deal of the Mud 
STC has struck with Fujitsu 
can now guarantee lCL’s 
future. 

Mr Wilmot’s earlier experi- 
ences with Fujitsu give him 
confidence the Japanese com- 
pany will prove a good parent: 
“Most mergers fall, but in this 
case yon know It will work" he 
said yesterday. “ICL will grow 
faster and make better profits 
than if it stayed with STC. Z 
believe Fujitsu will be a good 
home for ICL. 1 * 

The Fujitsu deal, however, 
means the end of hopes that a 
group of Europe’s small, pre- 
carious computer makers could 
be welded together to chal- 
lenge the US and Japan. 

ICL, Mr Wilmot revealed, 
had been engaged In talks over 
the past decade with Nlxdorf of 
West Germany and Olivetti of 
Italy. "There have been contin- 
uous discussions over whether 
it would be possible to put two 
of the three together and then 
entice the third to join to form 
a company with critical mass 
to concentrate on system inte- 
gration. That was my preferred 
solution,” he said. 

The grand design failed 
because of the kind of squab- 
bles that often bedevil 
attempts at pan European col- 
laboration. None of the poten- 
tial partners could agree about 
who would take over whom, or 
where control would reside. 
Nixdorfs failure last year and 
its rescue by Siemens was a 
further .nail in the coffin of the 
"pan European computer com- 
pany”. 

Since leaving ICL. Mr Wil- 
mot has concentrated on a 
broad spectrum of entrepre- 
neurial ventures - including 
ES2. a custom chip manufac- 
turer, Poquet, US-based hand- 
held compnter maker and 
Oasis, the information technol- 
ogy consultancy. Bb made it 
clear that he has not. been 
privy to the discussions which 
led lCL's board to give Interim, 
approval to the Fujitsu take- 
over. He has, however, a pro- 
found grasp of technical strat- 
egy, an ability which was 
"unique in a managing director 
of ICL at any time" according 
to Martin Campbell-Kelly, 
ICL’s official historian. He now 
argues that the Industry condi- 
tions which made it right for 
ICL to strike only a technology 
agreement with Fujitsu in 1381 
and continue to compete on its 
own have changed completely. 

He says that three factors - 
the precipitous fall in the real 
cost of computing power, the 
advent of open (or industry 
standard) systems and the 
growing importance of systems 
integration in vertical markets 
- are changing the nature of 
the game irrevocably. 

Mr Wilmot sees a congruity 
between the 1981 technology 
agreement - something he 
describes as a “win/win" situa- 
tion - and the sale of ICL to 
Fujitsu today. 

"If I were running ICL today, 

I would be struggling to work 
out how to find an em pathetic 
parent to sponsor the com- 
pany's development as a 





Trevor Humplixtm 

Robb Wilmot: ICL will grow foster and make better profits than If it had stayed with STC 


systems Integrator ." he says. 
Fujitsu, he thinks, will be just 
such a parent, giving both 
companies the opportunity of a 
second win. 

In 1981, ICL desperately 
needed to spend research and 
development money it could 
not afford in order to create 
the microchips needed for its 
new generati on of mainframe 
computers, the successful 
"Estrielle” range. The deal Mr 
Wilmot struck with Mr Shiro 
Yoshikawa. head of Fujitsu’s 
intemation division, gave ICL 
access to Fujitsu's technology 
- which cost around Slbn to 
develop - after it had been 
tried and tested by the Japa- 
nese company. 

Through the deal, ICL saved 
mainframe research and devel- 
opment dollars wbich it 
ploughed into building up its 
expertise in mid-range comput- 
ers and open systems. Fujitsu 
profited from sales of at least 
another 1,000 machines which 
gave it powerful economies of 
scale in its manufacturing 
operations. 

It was selling much more 
than microprocessor chips to 
ICL; the technology involved 
printed circuit boards, cooling 
systems, power supplies and so 
on. They are highly expensive 
to develop and of use only for 

t> uil ding top of the liwp main 
frame computers. Such compo 
nents are not listed in any 
manufacturer’s catalogue. 
Computer manufacturers build 
them themselves or make tech 
nology agreements to obtain 
them. 

IBM, which still produces 
over 50 per cent of the world’s 
mainframe computers, sets the 
standard for economies of scale 
in the production of these com 
po nents. Competitors have to 
try to match these standards. 
For Fujitsu, the extra produc 
turn funnelled through ICL and 
Amdahl, the US mainframe 
manufacturer with which the 
Japanese company has a bus! 
ness partnership, had a tre 
mendous commercial impact. 

The rationale today for sell- 
ing ICL to Fujitsu also turns 
around economies of scale. Mr 
Wilmot says, but the argument 
this time is considerably more 
sophisticated. It turns on his 
conviction that systems inte- 
gration is not simply an indus- 


try buzz word but the most 
important strategic issue in the 
computer industry today. 

How systems integration is 
defined depends on who you 
talk to, but essentially it 
means solving a customer’s 
business problem by putting 
together the best combination 
of hardware and software. It 
includes building special soft 
ware "tools” to help develop 
computer programs for specific 
industries. 

The development of such 
"tools" is difficult, expensive 
and requires a range of skills 
that are in short supply. Mr 
Wilmot says he is weary of the 
argument that ICL needs a 
partner to help defray the costs 
of mainframe development; it 
is systems integration R&D 
that will cost real money. 

Computers themselves, 
because of the power of mod- 
ern mirmrhips , are becoming 
cheap to develop. A US com- 
pany is developing a four 
microprocessor kit that will be 
as powerful as a medium sized 
mainframe; “L could build that 
into a system in my garage, 
■Mr Wilmot sniffs. 

"Systems integration is not a 
matter of selling programmers 
at £300 & day to write systems. 
It is building the tools and 
techniques to do the job better 
than your competitors.” 

Some of the funds ICL saved 
through its technology associa- 
tion with Fujitsu was spent on 
developing its skills at systems 
integration in vertical markets 
- retail, where it leads the UK 
market and has a solid foot 
hold in the US, manufacturing 
and health. 

"ICL has not done as well as 
I would have hoped," Dr WI1 
mot says. "But it has done it 
better than its competitors. It 
takes at least five years to turn 
a computer maker into a 
systems integrator no matter 
how hard you try, or how 
much you spend”. 

Japanese manufacturers 
have hardly started on the 
systems integration path, so 
ICL’s expertise will be invalu 
able to Fujitsu. ICL, on the 
other hand, needs experience 
of working for the large, tech 
nologically sophisticated US 
companies like American 
Express or Citicorp to hone its 
systems integration skills. 


This notice is issued in compliance with the Regulations of the Council of The Stock Exchange. 
Jc does not constitute an offer or invitation to any person CO subscribe for or purchase any 
securities. Application has been made to the Council of The Stock Exchange for all of the 
Ordinary Shares and Warrants of the Company, issued and txiw being Issued, to be admitted to 
the Official List. It is expected that listing will become effective and that dealings win 
commence on Tuesday, 3Lst July, 1990. 

The ECU Trust pic 

(Incorporated and farc e d in England and U'alca under due Companies 1985 — Registered No. 2S028S5) 

The ECU Trust pic Ls a new Investment trust established to invest in quoted UK and other EC 
companies to take advantage of the opportunities likely to be presented by the corporate 
restructuring of the European Community. The investment manager of the Company Is Gordon 
House Securities Limited. 

Placing 

sponsored by 

Robert Fleming & Co. Limited 

of 30,000,000 Ordinary Shares of lOp each with Warrants in the proporti on of one Warrant 
for every five Ordinary Shares at 50p per Ordinary Share, payable hi full on acceptance. 


Authorised 

£4,500,000 


Share Capitol 


In Ordinary Shares of lOp each 


Issued and now being 
issued fully paid 
£3, 000,000 


Listing particulars of the Co m p any are available through the Extei Financial Limited service 
and copies may be obtained during normal business hours on any weekday (Saturdays 
excepted) op to and including Scb August. 1990 from: 

Robert Fleming fit Co. Limited 
25 CopthaU Avenue 
London EC2R 7DR 

James Cape! Ik Co. Limited 
7 Devonshire Square 
London EC2M 4HU 


The ECU Trust pic 
5 Half Moon Street 
London WIY 7RA 

and during normal business hours on 26th and 27th July, 1990 from the Company 
Announcements Office, The Stock Exchange, 46/50 Finsbury Square, London EC2A 1DD. 

25th July, 1990 


Systems integration is becom 
ing a global business, accord 
Ing to Mr Wilmot, and the 
Europeans are in danger of 
ceding- the opportunity to the 
major US players like EDS and 
Arthur Andersen. Fujitsu 
understands the opportunity. 
Mr Wilmot thinks, while STC 
displays only its characteristic 
conservatism: "I'm sure the 
STC board was not prepared to 
underwrite Peter Bonfleld’s 
(ICL chief executive) ambitions 
in the US,” he concludes. 


THE EUROPEAN computing 
services business continues to 
consolidate as companies seek 
to achieve critical moss and 
distribution channels through 
mergers and acquisitions. 

The latest example, the take- 
over of Hoskyns of the UK by 
Cap Gemini Sogeti of France, 
Europe’s largest computing 
services organisation, will pro- 
duce an organisation with 
sales, at 1989 prices, of almost 
J1.5bn (£802. 05m) 

The sale of Hoskyns, one of 
the UK's most successful soft- 
ware houses with an unbroken 
record of producing increases 
in earnings per share year on 
year had been seen as a sign- 
post for the way things were 
developing in the European 
industry. 

Hoskyns was put on the mar- 
ket at the beginning of the 
year by its joint owners, Sie- 
mens of West Germany and 
GEC of the UK as a product of 
the rationalisation undertaken 
by the two companies follow- 
ing their purchase of 
Plessey. 

At the outset, there were 
expectations of a large price 
tag - probably in excess of 
£300m. The company - and its 
owners - were, however, 
choosy about its suitors. Mr 
Geoffrey Unwin, Hoskyns exec- 
utive chairman, set out a long 
list of criteria which a success- 
ful bidder would require. 

While the bidding continued, 
however, the outlook for com- 
puting services darkened as 
the sector moved into reces- 
sion. 

There were fears that as long 
as the company remained 
unsold It would raise questions 
in buyers* minds about the 
true value of computing ser- 
vices companies • some thin g 
the financial community has 
found difficult to 
quantify. 

Now that Hoskyns looks like 
being sold for a good price - 
CGS is offering about £200m 


Top European owned software & 
services vendors 
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for 70 per cent of the company - 
attention is likely to focus on 
other potential acquisitions, 
including Logica, the largest 
independent computing ser- 
vices company, and a 25 per 
cent BAe stake in SD-Seicon. 
BAe has yet to indicate 
whether it will sell the stake or 
make a bid for the entire SD- 
Scicon group. 

It opens the prospect of a 
new round of frenetic merger 
and acquisition activity. The 
total value of merger and 
acquisition among UK informa- 
tion services companies in the 
first six months of 1990 
increased by 21 per cent to 
£24&n over the corresponding 
period in 1989 according to 
Broadview Associates, a finan- 
cial adviser specialising in 


computing services. 

Mr Keith Harpham. a Broad- 
view director, said the growth 
was achieved despite the 
absence of very large deals. 
The largest deal in the period 
was the acquisition by Lucas 
Industries of Metier Manage- 
ment Systems for £40m. 

Last November, by compari- 
son, AT&T, the US telecommu- 
nications group, bought Istel of 
the UK for £280m. 

According to Broadview 
about 70 per cent of the trans- 
action were priced at less than 
£5m. Mr Harpham said: "This 
represents a noticeable 
increase for this category over 
the corresponding period last 
years, and will probably be the 
main area of activity for the 
rest of the year. 


Broadview also recognised 
that the momentum behind 
cross-border deals was growing 
throughout Europe. Mr Brian 
Mercer of Broadview said: 
“With the announcement this 
week of CGS’s offer for Hos- 
kyns and its acquisition of SD- 
Scicon's German subsidiary, 
we are seeing the European 
industry take another step 
towards consolidation." 

"As a result of the positive 
economic conditions elsewhere 
in Europe we expect the pace 
to grow during the second half 
of the year as US and Euro- 
pean companies compete to 
stake out leading pan-Euro- 
pean positions.” 

A problem in analysing the 
computing services sector is its 
heterogeneity. Computing ser- 
vices cover a broad range of 
activities from bespoke soft- 
ware and software packages to 
systems integration, consul- 
tancy and third party mainte- 
nance. 

US companies, for example, 
dominate the market for pack- 
aged software, prewritten pro- 
grams that can be used for 
generic purposes such as pay- 
roll or personnel records by a 
wide range of companies. 

The principal prize, however, 
is seen as domination of the 
market for systems integra- 
tion, a relatively new discipline 
in which success depends on 
the ability to understand a cus- 
tomer’s business, its problems 
and how to put together the 
best hardware and software. 

Increasingly, computer man- 
ufacturers are moving into 
systems integration, with vary- 
ing degrees of success, in a 
move to support revenues hit 
by the falling cost of hardware 
and savage competition. 

Against this background. 
Fujitsu’s bid for ICL has an 
added significance. ICL has 
several years of experience in 
systems integration and a good 
track record. 




Six months to 30 June 1990 

Six months to 30 June 1989 


£m . 

USSm 

£m 

USSm 

Revenue 

688.3 

1,187.7 

548.3 

954.1 

Pre-tax profit 

167.1 ' 290.7 

135.9 

236.5 

Taxation 

58,5 

101.8 

50.3 

87.5 

Profit attributable 
to ordinary 
shareholders 

108.0 . ■ 187.8 

85.3 

148.4 

Dividend 

18.5 > . . 32.1 

14.9 

25.9 

Earnings per 
share (ADS) 

25.9p. ($1.35) 

20.6p 

($1.08) 


NOTE: The above unaudited financial Information has been prepared in accordance with UK GAAP. For convenience the IS Dollar 
equivalents haw been conwrted at US $174 to £l . a rate pnwaHino on 30 June 1990. 

HIGHLIGHTS 

► Strong revenue growth in major markets m 

► Recovery in trading room systems safes ◄ 

► Product upgrades continue ◄ 

► Strategic priority for global automated trading ◄ 

► Service cancellations high but further good growth expected < 


GLOBAL INTELLIGENCE 


REUTERS 


HOLDING 



The contents of this statement, for which the Directors of Reuters Holdings PLC are solely responsible, have been approved for the purposes of section 57 of the Financial Snmim. 
Act 1886 by Price Waterhouse as an authorised person. Routers Holdings PLC is required by the rules of The Securities Investment Board to state that past performance 
necessarily an indication of future performance. A full ropy of the statement may be obtained tram the Corporate Relations Department. 85 Fleet Street, London EC4P 4AJ 
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COMMODITIES AND AGRICULTURE 


Iraqi sabre-rattling sets scene for Opec talks 

Steven Butler and Victor Mallet on the growing pressure for higher oil prices 


T HE OPEC ministerial 
meeting in Geneva this 
week will be the first 
test of whether Iraq can 
achieve Its ahna by threatening 
its small bat oil-rich neigh- 
bour, Kuwait 

Iraq, imin«» Kuwait, wants 
higher ail prices. The ministers 
attending the half-yearly 
Organisation of Petroleum 
Exporting Countries confer- 
ence will have to decide 
whether to keep, or increase, 
the current Hfra-barrel refer- 
ence price for a basket of Opec 
crudes. 

The very fact that this issue 
tops the agenda is a result of 
Iraqi sabre-rattling. And the 
knowledge that Iraqi troops 
have marched up to the dis- 
puted Kuwait border will 
haunt the meeting, which 
opens formally tomorrow fol- 
lowing today’s committee 
meetings. 

It al so raises a broader ques- 
tion: win the balance of power 
within Opec shift fundamen- 
tally in favour of the price 
hawks, leading to a period of 
higher oil prices? 

“The political balance has 
been significantly altered 
already," says Mr Mehdi Varzi, 
a£L analyst at Klein wort Ben- 
son. 

Mr Varzi has long predicted 
higher oil prices because of 

Steadily rising riwimnd and Ehw 
increasing dependence of the 
world on supplies from the 
Middle East. He now believes 
that Opec will adhere to a 
22J5m barrela-a-day production 
ceiling to be adopted at the 
meeting, and that excess 
stocks will be drained away in 
the third quarter, leading to a 
rally by the year end. 

Mr John Toaister, a 
well-known bear at Hoare Gov- 
ett, has changed his view. He 
believes that while the supply 
and demand fundamentals «tfii 
imply a weak market, ad prices 
are likely to rise because erf 
Iraqi pressure on its Gulf 
neighbours. He does not 
believe that Iraqi President 
Saddam Hussein, having tasted 
success, will back off In the 
near to tore. 

It was persistent overproduc- 
tion by Kuwait and the United 
Arab Emirates that caused ail 



prices to collapse in the spring; 
as worid stock levels hit 8 -year 
highs. But Iraqi threats are 
now forcing Kuwait and the 
UAE to rein back production, 
and Brent ail prices have shot 
up nearly $4 a barrel this 
month- Iraq baa been cheered 
on by its erstwhile enemy Iran 
as well as other oil producers 
from all over the globe. 

Mr Varzi expects the pres- 
sure to continue: “Iraq Is on a 
winning wicket It cannot lose. 
It will just let Kuwait sweat” 

Last week’s threats did not 
come out of the bine. At the 
Arab summit in T*«ghd«fl in 
May, Mr Saddam complained 
that quota-busters and low oil 
prices were gauging unendur- 
able pressure. 

“This is in fact a kind of war 
against Iraq,” he told a closed 
session of the summit an May 
30 in a speech released a week 
ago by Iraqi radio. But prices 
continued falling, and in June 
the price of the Opec basket 
languished around $14 a barrel. 

Iraq, which depends almost 
exclusively on ail exports for 
foreign exchange earnings, 
needs revenue quickly. Presi- 
dent Saddam is trying to 
rebuild the economy after the 
Gulf war, while funding weap- 
ons research and development 
and keeping foreign creditors 
at bay. 

Mr Saddam and his minis- 
ters, however, have betrayed 
much broader financial and 
political aims than just 
strengthening aQ prices. 

Iraq has revived its border 
dispute with Kuwait, and 


demanded the return of $2.4bn 
to all “stolen" by the Kuwaitis 
from an afl field near the fron- 
tier. It has insisted that an esti- 
mated $35bn in loans to Iraq 
made by Kuwait, Saudi Arabia 
and other Gulf states during 
the Gulf war be written off. 

Yesterday Kuwaiti and West- 
ern officials confirmed that 
Iraq had moved troops towards 
the Kuwaiti border in recent 
days. 

Kuwait, the oil policy of 
which is determined by Sheik 
Jaber al-Ahmad al-Sabah, the 
Emir, sees much of twm as an 
Iraqi attempt to extort money 
from the wealthy yet militarily 
weak and underpopulated Gulf 
states to the south. 


as the 

ider of the Arabs 
against the Iranian revolu- 
tionary menace during the 
Gulf war, lS now demanding its 
reward. Mr Tareq Aziz, the 
Iraqi Foreign Minister, asked 

in Mb wiemnwiTiriTim tO 

Arab- League: "Does not the 
logic of regional security make 
it incumbent on these (Gulf) 
states not only to cancel these 
debts but also to organise an 
Arab pbm aimfiar to Mar - 
shall Flan to compensate Iraq 
for some of the losses during 
the wa tt” 

Yesterday few analysts 
believed that Iraq, which once 
claimed all of Kuwait's terri- 
tory, would invade the coun- 
try. But an invasion cannot be 
ruled out entirely, and this is 
what ma kes the Iraqi tactics so 
e ffective. 


Mr Saddam, likened by 
Arabs to the late Gamal Abdul 
Nasser of Egypt, wants to proj- 
ect himself as the leader erf the 
Arab world, reflecting Iraq’s 
military might. Its 18m popula- 
tion and its historical glazy. 

to his efforts to achieve bis 
ambitions he is becoming a 
political hawk as well as an oil 
price hawk; repeatedly threat- 
ening Israel, encouraging 
intransigence on the part of 
the Palestine Liberation Organ- 
isation and p o r trayin g himself 
as the champion of the Arabs 
in a war against American 

Inflnemw- 

On the oil front- he has 
sugg ested th a t the P S build-up 
of a strategic petroleum stock- 

ttTIp Is part Of a «wnmlrarv tO 
keep prices low by manipulat- 
ing the market, and he has 
implicated Kuwait and the 
UAE in the plot 

Such tactless accusations, 
and his broader claim that “the 
policies of some Arab rulers 
are American,” are causing 
intense concern in Saudi 
Arabia as well as in Kuwait 
and the UAE. 

The military capabilities of 
the Gulf Co-operat io n Council 
- the economic and security 
organisation established by 
Saudi Arabia and its five 
smaller Gulf allies in 1981 - 
are doubtful, and to call for US 
assistance would be to play 
into Mr Saddam’s famda. The 
GCC states are thus left with 
few options other than diplo- 
macy and appeasement 

These issues are unlikely to 
be addressed directly at fids 


week's Opec meeting, but they 
form an essential backdrop 
that will set the tone for the 
meeting. Kuwait and the UAE 
have been effectively isolated 
in their wish to keep a low 
price target of $18 and they 
face the dangerous prospect of 
military action or subvenaon 
should they c on ti n ue to flout 
thdr production 

Bie outline of the agreement 
likely to be adopted was drawn 
up in Jeddah two weeks ago at 
a meeting off four GCC states 
plus Iraq, It calls fra: a produc- 
tion celling dose to 22LS3n b/d, 
with a L5m b/d quota for the 
UAE, compared with 2&5m b/d 
of actual output in recent 
months. 

Iraqi proposals for aH prices 
to rise to $25 a barrel before 
production is increased again 
may turn out to be a bargain- 
ing position. This increases the 
likelihood that a compromise 


Iranian plan to set a $20 
win be adopted, if not 

at thia th«*n possibly 

in the autumn. 

Mr Joseph Stanislaw, of 
Cambridge Energy Research 
Associates, believes that Opec 
has entered a new phase which 
win be characterised by the 
accommodation of a more pow- 
erful Iraq with a steadily rising 
oil production canacttv. ff Iraa 
is frustrated in its call for $25- 
aharrel oil it could seek to bar- 
gain this away to exchange for 
a special increase In its produc- 
tion quota, perhaps next year. 
Mr Issam al-Chalabi. the Iraqi 
OH Minister, has in the past 
repeatedly said t hat Iraq’ s goal 
was to increase revenue, not 
just to seek a certain price or 
production target. 

A number of other countries 
would be unhappy at the pros- 
pect of not being able to 
increase production in the hear 
te rm, and Venezuela and Libya 

are upset about the erosion of 
their share of Opec production. 

These conflicting interests 
make it difficult to chart a 
smooth path for future oil 
prices. But Kuwait or the UAE, 


low to stoke demand, will now 
have far more difWcnlty in sub- 
verting Opec production agree- 
ments. Higher oil prices would 
be the logical result. 


US consumers to be ‘educated 9 about dairy hormone 


By Nancy Dunne in Washington 


THE US National Dairy Board, 
a quasl-governmental group 
funded by US farmers to pro- 
mote dairy products, is the 
centre of unaccustomed contro- 
versy over plans to conduct a 
$Llm “education campaign” 
about the sunfhetic dairy hor- 
mone, bovine somatotropin 
(BSD. 

Board officials yesterday 
flew into Minneapolis for a spe- 
cial meeting with angry farmer 
and consumer groups, who 
claim that they are being 
“stabbed to the bade” by toe 


national board. 

The activities of the National 
Dairy Board are financed by 
dairy farmers, through a man- 
datory assessment of 15 cents 
on every 100 lb of milk they 
selL Its budget was $79m last 
year. Its 36 members are 
appointed by the secretary of 

BST, a genetically-engi- 
neered drug designed to 
increase milk production, is so 
controversial in the US - as it 
is to the UK - that the states 

Of Wisconsin and Minnes ota 


banned its use for one year. 
Similar legislation was 
-defeated this; year in- Vermont, 
where sgrlplwmtHil Tranpantew 
launched a majorrampaign-to - 


Its defence. 

Mr Wayne Kelley, a M i n - 
neosta dairy farmer and 
president of the state’s largest 
consumer organisation, said he 
was “outraged that the 
National Dairy Board is 
spending my milk promotion 
dollars to defend a controver- 
sial hormone that the Food and 
Drug Administration has not 


yet approved for commercial 
use.” 

The farmer and consumer 
representatives say they will 
- ask the Dairy Board to develop 
a campaign to promote 
“naturally-produced” mOk and 
dairy products as being free of 
BST. 

The Dairy Board said It had 
developed the campaign 
because “adversaries in the 
battle over the potential com- 
mercial use of BST were mak- 
ing milk safety the issue, 
rather than the social, phflo- 


sophical or economic aspects of 
such use that were their real 
concerns.” 

With the ap pr o val of the US 
Department of Agriculture, it 
began preparations “to create 
an objective industry source 
from which dairy farmers, 
h ealth care professionals and 
the media could obtain 
information on BST and any 
other issue relating to milk 
safety." 

The Board said it will not 
endo rse or oppose the use of 
BST by dairy farmers. 


Settlement 
reported at 
aluminium 
smelter 


ALCAN ALUMINIUM said last 
night it had reached a tenta- 
tive labour contract agreement 
with the Canadian Association 
of Smelter and Allied Workers 
that could mean a quick end to 
the strike by nearly 1,500 
unionised workers at Its Ksti- 
mat smelter to north-western 
British Columbia, reports Reu- 
ters from Vancouver. 

Mr Allan Hewitsan, an Alcan 
official, said union members 
would be asked to ratify the 
agreement at a meeting on 


Robert Gfbbeus writes in 
Montreal: RiHiay Alcan pai d it 
would have to shut down the 
270,000 tannes-a-year KItimat 
smelter unless overall settle- 
ment was reached “within 

hoUIS.” At that thna Mr Hewttr 

san said all issues except pay 
had been settled. 

Workers at the smelter «twi 
nearby hydro-electric power 
plant walked off the job at mid- 
night cm Mond ay after the old 
contract expired. 

The union had been seeking 
nearly 20 per cent over two 
years, phis inflation protection, 
but the company said it 
wanted a three year contract 
based on Canada’s present 
inflation rate of about 5 per 
cent 

• Noranda has declared force 
majeura on all lead contracts 
from its smelter at BeQedune, 
New Brunswick, where 450 
union members' went on strike 
at the weekend. 


Broker predicts 
zinc price fall 

By Kenneth Gooding 


A WARNING that a further 
arp fall to the mice of zinc 
can be expected in the next few 
months, has been delivered in 
a special report by the Rudolf 
Wolff commodity broking 
group. 

Mr William Adams, the 
report’s author, suggests that 
the London Metal Exchange 
prir*» for ztoc far delivery m 
three months is likely to drop 
from $LS38 a tonne last nigh* 
to $1,400 to the ne ar-te rm and 
to $L250 over the next few 
months. 


He says Increased production 
and foUfag demand for zinc 
will see toe market move from 
a situation wh ere la st year con- 
sumption outstripped -supply 
by 7TL000 tonnes to one where 
it will be in balance inl990aod 
move to a supply surplus to 
the first half of 1991. 


EC group to watch 

Gatt farm talks 
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By David Buchan In Brussels 


EC FARM ministers agreed 
yesterday that they must start 
political and technical prepaid 
twns for cuts in agricultural 
support and protection to the 
Gatt trade negotiations, but 
displayed some discord on 
where the cuts should fall. 

Mr Calogero Mannino, the 
Italian Minis ter who chaired 
the Council, was twice cor- 
rected - first by Mr Raymond 
McSharry, the EC farm com- 
missioner, then by Mr John 
Gummer, the UK Minister — 
when he suggested support for 
some products might suffer 
less for others. 

The conclusion of a very 
general debate on Gatt was 
that the ministers should get a 
better political hflntfte on the 
fate of agriculture to the Gait 
talks by setting up a high-level 
official group to follow the 
Geneva negotiations. Mr Man- 
Tiinn said a decision would be 
takai in early September, with 
a view to that group reporting 
to ministers by the end of that 
month. 

Mr McSharry said it was 
time "to put realistic substance 
into commitment” to make 


progressive 




and 

!ommissirtn ; 



cuts in form _ 
promised the 
would produce 
lines on this to 

ministers subs^. — r — I .--- 
need to start prepa ring *h ate. A 
formers for the final round 
the Gatt talks, but fwjft-iz 
Henri Naltet of France thfek. 
seemed to mean ensuri ng tan dr- 
EC formers and their m lnw tete 
spoke with ajto^e v^cj;.; 
rather than resi gnin g them- ... 
selves to support onte- - 
By contrast to his Italian and ., 
French colleagues, Mr Gum- ; , 
mer called yesterday fo r equ al- ■**. 
ity of sacrifice - as be tween v 
the EC and other maj y mte gv *■■■; 
national form traders, between ■ 
EC states and between EC.r-.V 
form products. - 

“If conditio ns are met» - 
I could defend a aetflement (to, 
Gatt) to UK f a r mers," he said- ... 
• Rising Imports soft . 

fruit from Eastern Eu rope wasr . 
causing growing concern, Mr 

— “ ■ J> * ■ J flora,'.' 
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guards such as a minimum tar- 
iff mig ht have to be considered . 
to order to protect those. Bite- 
Scottish rasp Wry growers. 




Uranium recovery too 
late for Ontario mines 


-.ir 
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By Kenneth Gooding, Mining Correspondent 


r-- 


URANIUM MARKETS, which 
have been depressed for nearly 
ten years, are showing clear 
signs of recovery and analysts 
believe this will continue. But 
recovery has come too late to 
save two Rio Algom mines to 
northern Ontario. 

Rio Algom, a subsidiary of 
the UK’s BTZ Corporation, said 
in February closure of the 
Qnirke and Panel mines would 
be brought forward. Now it 
says they will close at the end 
of August with the loss of 
about 1,700 jobs. 

Uranium’s only application 
is as an energy source, and 
since peaking at $43 a Do in 
1978 spot prices have fallen 
nearly every, year, reaching 


$8.70 a lb. in. February. The 
price has recovered to SH 20 
lb and Mr -Mike Kurtaiqek. ; ' 
analyst at Lalng & Cruick- -. 
shank, says: “There are very • 
solid reasons to suggest that . 
the outlook is sound, that 
inventories have been worked 
down and tot future contracts . 
are sure to he signed 19 at , 
higher prices.” 

Mr Michael Spriggs, analyst 
at S.G. Warburg, is m ore cam- 
tious, pointing out that current - 
uranium stocks of 110 , 00 ft: 
tonnes represent years* coo* ~ 
sumption. However, bighreost . 
producers are being fosced oot . 
by low prices and “market - 
equilibrium will eventually be 
restored.” 
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MINOR METALS PRICES 


! 

IMWMBIOM8 

STOCKS 

(An st Monday's dose) , 

tonnes 


Aluminium 

+4360 10 163,175 

Copper 

+0225 10 67,730 

Lead 

-100 to 43,175 

Mcksl 

-618 to 7,080 

Zinc 

-375 to38JZ7B 

Tin 

-105 to 11490 


Prices from Metal Bulletin (last 
wee k's in brackets). 

ANTIMONYi European free 
market 99.6 per cent, $ per 
tonne, in warehouse, L67M.770 - 
(1^650-1 ,750). 

BISMUTH: European- free 
market, min. 99.9(1 per cent, 6 - 
per to,tomielotem warehouse; 

2.45-3.00 (2.30-2^0). 

CADMIUM: European free 
market, -min. 9JLS per cent, $ 
lb, to warehouse, 2.75&00 


COBALT; European free 
market, 99.5 per cent, $ per lb, 
to warehouse, 8.40-9.80 (8-25- 
8.60). 

MERCURY: European free 
market, min. 90.99 per cent, $ 


per 76 lb flask, to warehouse, 
195-225 (same). 

MOLYBDENUM: E u ro pean 
free nwrlmi, d n m mad mnly h- 
dic oxide, $ per lb Mb, in ware- ; 
house, 2 Sfr 2 J 6 (2JJS-aa»X ' 
SELENIUM?: European fine . 
m a rten ^ min 9&5per oast,* pec. 
lb. to warehouse/ A85^5.W 

(same). - ; _ . : V V: „ 

TUNGSTEN ORE: European , 
free mark et, standard min. 65. 
per cent, $ per tonne unit (10 
kg) WO, dt; 3863 (3964). /, s 
VANADIUM: E u rdpean. free . 
market, min. 96 per cent,$ alb 
VO,cft Rio&SO feaiim). - 
URANIUM: Nnexca 

exchange value, $ per lb, UO, 
1L60 (same). 
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WORLD COMMODITIES PRICES 
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MARKET REPORT 


DIoim LONDON WJU. aXCMAMW 


NICKEL prices came under 
pressure from trade and 
commission house selling In thin 
late dealings on the LME 
yesterday after three-month metal 
reached $10,000 a tonne In the 
morning. Dealers said the Initial 
advance had followed news of 
a 618-tonne drop In LME stocks. 
US Mint tender offers were in line 
with expectations while news of 
a 16m lb (7,257 tonne) build in 
Inco stocks during the second 
quarter of tills year also had little 
market impact Dealers said a 
rise from the extremely low level 
of the first quarter had been 
expected. Copper prices recouped 
earlier losses in the afternoon. 


Dealers said news of an explosion 
at Australia’s Olympic Dam mine, 
which is likely to shut down for 
two weeks, had little impact The 
6£25-tonne rise In LME stocks 
was above original expectations 
although some forecasts had been 
revised to less than 4,000 tonnes 
higher early this morning. A 
further build In stocks Is expected 
on Friday. Gold dosed steady on . 
the London bullion market A brief 
early rally on the back of 
Monday's gains, combined with 
support from heightened Middle 
East tensions, faded in the face 
of producer selling at the highs. 


CtaM Provtoum HtghfLow 


IPrlcaa «uppB«d by Amalgamated Mtw Trading) MATMn 42.000 US gaffs, cams/US gata 


jm 

738 

748 

752 730 

Sep 

752 

782 

TBS 737 

Dee 

782 

789 

796 708 

Mar 

810 

819 

825 798 

Umy 

829 

838 

540 818 

Jut 

848 

857 

883 638 

Sep 

868 

877 

881 878 


TUmovar 9484 (1895) Ion of 10 tonnwi 
ICGO indicator pricoa (SOfts par toana). DsRy 
price for jm 23 B89.13 [96a00J 10 d «y overage 
fur Jut 34 S0O.4Q (98074) 


E/tonm 


Compfled from Reuters 



Close 

Previous 

Hlgh/LOW 

Jut 

527 

528 

890 826 

Sep 

560 

648 

581 348 

Nov 

870 

568 

871 687 

Jan 

S80 

687 

681 EBB 

Mar 

608 

607 

608 807 

May 

628 

826 

627 626 

Jut 

646 

644 

647 642 


London Markets 


(Spar tonne) 


Turnover 2887 (1626) tab of 6 (anna* 

ICO Indlaator prices (US cants par pound) 


Close 

Previous 

Hlghfljaw 

AM Official 

Kerb dose 

Open Interest 

Alunilutae, 882% parity (3 per tonne) 



Total daily turnover lots 

Cash 1570-3 

1561-3 

1659 

166860 



3 months 1603-5 

15848 

181271881 

1581-2 

1607-2 

<2.115 lots 

Copper, Undo A (£ per tonne) 



Total daily turnover tea 

Cash 1487-8 

1483-5 

148471482 

1482-3 



3 months 1489-70 

1473-4 

147871464 

1464-6 

1473-4 

84,048 tots 

Load (E per tonne) 




Total dally turnover lot* 

Cash 476-7 

472JH 

478 

477-8 



3 months 478-8 

4788 

484/477 

480285 

47820 

10.710 lots 

NcM (3 par tonne) 




Total dolly turnover lots 

Cash 9750-800 

9975-10025 

MOO 

8960-10060 

. 


3 months 870045 

982860 

9670/8700 

880020 

8725-50 

8229 lots 

Tin (3 per tonne) 




Total dolly turnover tots 

Cash 6010-5 

80404 

eow 

6010-30 



3 months 6136-40 

61786 

6160/6130 

6140421 

6130-40 

4.857 lots 

2kK, Special Mgh Orada (3 par tonne) 



Total dally turnover lets 

Cash 1665-70 

15886 

1573/1672 

1572-3 



3 months 16388 

16688 

156071833 

1642-3 

164820 

19J36 Mts 

LME Closing EIS rate: 






SPOT: 1.8266 

3 months: 1.7862 

6 momtis: 1.7706 

monthe: 1.7477 



Latest 

Previous 

High/Low 


Aug 

5795 

5660 

5770 

5700 

bop 

5866 

5765 

5075 

5806 

Ofl 

5860 

3884 

6870 

8810 

NOV 

6070 

8870 

6080 

0018 

Dec 

8180 

8057 

8165 

8085 

Fob 

6061 

60» 

6000 

8040 

Mar 

6675 

8611 

5875 

5860 


Chicago 




SOT 


'MEANS mOQ Du min; can teBBfc bri i ^ 
Prwvtous 



6B472 

581/0 

88372 -■ 

Sap 

500/4 

688*4 

88874 

Nov 

68974 

60574 

606* 

Jan 

61170 

617/0 

619* 

Mar 

62274 

623/0 

631* 

May 

631/0 

63770 


Jul 

63770 

541* 

644* 

Aug 

63470 

832* 

634* 


S 

•" 1 zn?, f' 


save 

HOT 

oaan- 




COCOA lOtonnacMomm 


earn 

0SVO 

earn- 

934/0 


! •- sen^' 



Close 

Previous 

HlghTLow 

B«P 

1288 

1288 

1290 

Doe 

1304 

1300 

1336 

Mar 

1343 

1337 

13» 

May 

1385 

1362 

1368 

Jui 

1385 

1384 

1382 

Sep 

1405 

1404 

1418 

Dec 

1438 

1438 

1450 


SOYABEAN OS. 60L0QQ lbs; cants/B> 


1202 

1283 

1SS5 


1302 

0- 

0 


ends ol (per barrel FOB) 


+ or - 

Dubai 

J17.10-7.20jr +030 

Brent Blend 

SlB-83-O.OOy +CL30 

W.T.L (1 pm esq 

SaOL7B4X81y +028 

05 ptednef 



(NWE prompt delivery par tome OF) 

+ or- 

R-mntum Gasoline 

8262-264 

+2 

Gao OU 

8175-176 

+3 

Heavy Fuel OU 

576-70 

+2 

Naphtha 

*164-160 


Petroleum Argue Estimate* 


Other ■ 


+ or- 

Goto (per troy <a4+ 

$36800 

+0.75 

Silver (per troy tn)4» 

<87c 

-6.00 

Platt nuro (par troy az) 

$481 JM 

+035 

Palladium (per tray az) 

*118.75 

+005 

Aluminium (tree market) 

*1566 

+10 

Copper (US Produoer) 

124.5c 

•06 

Lead (US Producer) 

SOlOc 


Ntcfsjl prae market) 

480c 

+S 

Tin (Kuala Lunpur market) IBJWr 

-0.04 

Till (Now York) 

284C 


Zinc (US Prlmo Western) 

87.6c 


Came (live weigriQf 

103J3P 

-1JH" 

Sheep (dead welghQt 

134.78p 

420.4" 

Pigs (live welghQr 

82Ll2p 

-Id*" 

London dally sugar (raw) 

S2B3.4t 

-6.60 

London daily sugar (white) S388-5z 

-12JS 

Tots and L)fle export price £286.0 

-4.00 

Bariay (English toed) 

E107.7S 

-1.75 

Maize (US No. 3 yettow) 

£1365 


Wheat (US Dark Northern) 

Unq. 


Rubber (AutfV 

S150p 


Rubber (Sep)V 

S250p 


Rubber (KL RBS No 1 Aug>2SUro 

+1JM 

Coconut oO (Philippines)* 

*297* 

■B 

Palm on (MalaysisnH 

*270 


Copra (Philippines)! 

S195W 


Soyabeans (US) 

£1505 


Cotton "A* Index 

90.90c 

+035 

WeeHops (64* Super) 

48Bp 

-6 


Raw 

dooe 

Previous 

High/Low 

.kdy 23: Corap. dally B7J1 (87,78). 19 day ivw- 

Oct 

Deo 

254.40 

253.40 
2S640 

MJ on 
aso.BP 
25600 

2S/JJ0 253.40 

26750 251.00 
eesrw 26000 

KTi 

LTOO - 8TO 

K/toime 


24400 


240.00 24250 


Chm 

Previous 

HlghTLow 


24840 


24520 24150 

Nov 

835 


1840 1W.0 

MB* 

Close 

Previous 

Hgh/Low 

Apr 

1285 

1305 

1285 1225 

Oct 

814.0 

312.0 

315.7 311.0 

May 

1385 




COWBE "C" 37JJ00ibs; oontamm 


Ckisa Previous WflWLow 


«Md(ttnaoz)S pdcs 


£ equivalent 


Now York 


Mar 

May 

AUfl 

Oct 


309.0 

312.0 

mo 

anas 


308.6 
308^ 
312_5 

302.7 


310.0 306.0 
3120 3100 
318J3 31X0 
308.4 30X2 


Turnover 308 (387) lots at 40 


Close 368* -309 *4 

Opening 388468*2 

llnrnl rsn flv SAa w 
teurnuiy n* aiousi 

Attamocn At 388.70 
□eye Natl 36014-370*4 
Day's low 367^-368^ 


2BM02>2 

201^-202*4 

201.047 

202.104 


COLD 100 troy oz.; S/troy ox. 


SOYAIXAN UAL - 


E/tonng 


Turnover; Raw 2217 (2333)toO ol 30 tomes. 
White 782 (BS2) 


Chose Previous Hghnjow 


Pert*- White (FFrpor tonne): Oct 170S, Ooo 1685 
Mar 1688. May 1710, Aug 1760 


Aug 

Oct 


107 4)0 
1104X7 


iobzo 


107.00 

11CL60 100 JO 


CWHM. - m 


S/barrel 


Latest 

Prevknji 

Htgh/Low 

Sap 

19.58 

1958 

19.74 19.40 

Oct 

18.62 

IB-41 

19l75 1048 

Nov 

19.67 

1952 

19.78 1950 

Dec 

1852 

19.35 

79.80 1056 

Jan 

195S 


1856 

IPE Index 

18.13 

18.89 


Turnover 8460 (12108) 

OAS OIL - 



S/totme 


Turnover 48 (10) lota el 20 tonnes. 


SlOltndex point 


Latest Previous Mglt/Low 


Aug 


174.75 171.75 
175l25 172.76 

Oct 177.25 174.73 

Nov 17&» 177.00 

Dec 178 JO 177 JO 

Jan 178.00 177 JS 

Feb mas 

Mar 168.00 

Apr 16&00 163,00 


17730 174.00 
178J& 1764)0 
mas 177.00 
160.75 173.00 
182.00 178J9 
161X0 17a 00 

mas i74jo 

17000 1674)0 
171410 1684)0 


Turnover 9477 (11B54)lots o < 100 tonnes 


E • tonne unless otherwise stststL p-pence/Xo. 
o-cents/fb. iwinopfUkv q-Sep/OeL t-Jul/Aug. 


UhOetnsee v-Jun/JuI. w-Aug z-Aug/Sap y-Sap. 
tMeat Coimntsalon evortge fstatock prices. * 
chsnoe ir«a ■ weak ago. VUHitfon physical 


market. 6G1F ftottordam. Bullion cnarkat 
dose. m-Mettvalon oentsfltp. 


AogusVSeptambar o and I Dundee BTC 
3630. SWC 3535. BTD *600. BWD c and 

f Antwerp BTC K10. BWC SS1A BTU S460. 
BWD $460. 


Spot and shipment safes for the weekended 
July 20 amounted to 185 tonnes against 78 
tonnes in the previous week Trading 
remained on the tow sWe and only law 
dealings occured end these wer« mainly bi 
American and Chlneea growths. 



Cteae 

Previous 

Hflh/Lew 

M 

1148 

1141 

1146 1144 

Aug 

1155 

1155 

1155 1145 

Oct 

1263 

1262 

1263 12«0 

Jan 

1Z75 

1278 

1260 1280 

Apr 

1278 

1281 

1270 

B R 

1141 

1188 


Tumovar 202 (383) 

ORAMI 

t - an 


Stonne 

Wheel 

Cleee 

Previous 

►Hgh/Low 

Sep 

11150 

11150 

11050 110.80 

Nbv 

11555 

11&10 

11656 11450 

Jan 

11950 

1»JB 

11850 

May 

12650 

12850 

126.00 

BMW 

Close 

Previous 

Hlgti/Low 


10950 

10850 

1085000.70 


114.10 

11450 

11450 IMS 

jan 

11750 

117.70 

11756 17J0 

Mer 

12150 

117.70 

12150 2080 

Turnover Wheat 63 (46). Barley 75 (33). 

Turnover lots of MO tomes. 


MS - 

an 

(Cash aotoamem) p/fcg 


Close 

Previous 

Hlgh/Lot* 


1145 

1155 

114.1 


1145 

1165 

1145 1145 

Oct 

1165 

116 5 

4155 1145 


Cetaa 

5 price 


£ equivalent 

MapMetf 

377-382 


206 -2091a 

BrHannle 

377-382 


206 >2-208 4 

US Cagle 

377-382 


206 >J -200 >2 

Angel 

377-382 


206 >i -200 la 

Krugerrand 

368-371 


201fe-203fe 

Mgw Sov. 

ea^-aa*, 


47 >2-48 


OU Sov. 

664,-88* 


47>a-4B 


Noble Plat 

488.76-49450 

26858-27050 

Saver He 

p/lina at 


US cts equtv 

Spot 

2685S 


48050 


3 munch* 

27855 


49950 


6 ttwnilg 

28850 


amis 


12 months 

30755 


829.76 


TRAOCD OmOMS 

AlemMum (98.7%) Calls 

Puts 

Strike price * tonne Sep 

Nov Sep 

Nov 

1500 

66 

122 6 

14 

1600 

31 

68 

36 

47 

1700 

6 

21 

108 

107 

Copper (Grade A) Cells 

hue 

2550 

172 

138 

X 

9$ 

2660 

105 

« 

a 

147 

8760 

08 

88 

108 

211 

Cod— 

S«P 

Nth 

Sap 

Nov 

600 

SI 

81 

3 

11 

6S0 

18 

49 

20 

29 

600 

4 

27 

96 

57 

Cocoa 

S»P 

Dee Sep 

Dec 

700 

80 

76 

8 

44 

750 

28 

51 

» 

70 

800 

tl 

as 

SO 

104 


s«p 

Oct 

sep 

Oct 



Close 

Previous 

High/Low 


Jul 

367.8 

368.1 

0 

0 

Aug 

3685 

369.7 

3715 

3675 

Sop 

3704 

3715 

0 

0 

Oct 

3725 

3745 

373.2 

3715 

Dec 

3775 

3785 

3805 

3785 

Feb 

3615 

382.7 

3835 

3615 

Apr 

388.9 

3865 

3865 

3855 

Aug 

3BS5 

3955 

0 

0 


sap eras 07.15 s&oo aaeo 

Dbg snao BOSS B14M easts 

S' ®«0 85.15 63.70 

May 9&80 8860 96JH M Bp 

•M 68.18 87JS0 9800 0 





. 7 - Srp 

S^fcXreh 


WQAB WQRtO- 11 - uzjrn lbs; eenta/lbs 


- >tABz S- 01 ” »« relit; 

Prswtoua HUgh/Loy" 


PLATMUM SO troy os S/troy to. 



Close 

Previous 

Hlgh/Low 


Oct 

4835 

4875 

4805 

4815 

•ton 

4895 

4835 

4985 

4895 

Apr 

4995 

496.5 

602.0 

4885 

Oct 

5075 

0 

8145 

6065 

SiLVBi 5,000 troy oec: cants/troy az. 


Close 

Prevlois 

Hlgh/Low 





Oo» 

Previous 

Hlgh/Low 

Dee 

asm 

264/0 

23878 

266/4 •- 
2B tti* . 
287/4 
2Z27U . 
27874 ; 
368/0 
282/4 , _• 

Oct 

Mar 

May 

Jul 

Oct 

1157 

1053 

1054 
1058 
10.90 

11.14 

1055 

1050 

1050 

1050 

1156 1152 

1156 105* 

1150 1052 

11.10 1Q59 

1050 1089 

Mey 

Jul 

Sep 

Dec 

28472 

aeon 

27272 

2B378 

261/2 

265/4 

Z7DM 

2»ara • 

202/4 

257/8 


COTTOW SOJQO; oantn/tba 


Jul 483.0 4 sea 400Z 4S1.0 

Sep 48 SJS 482.6 404A 484J 

Dae 496.0 fiCKLB S0S.B 

■<toi 502.1 608J 502.1 5024) 

Mar 506.0 S144) 51641 5064) 

May 518.0 5206 torn 616.0 

Jul 5214) 627 J) 6304) 6214) 



Close 

Previous 

HlgWLow 


Oct 

Dee 

Mar 

May 

Dec 

7756 

7350 

7456 

7655 

6850 

7750 

73.72 

7455 

7456 
6750 

7850 

7457 

76.15 

7550 

gang 

77A0 

7358 

T45S 

7858 

0 


SS S r'JBB U 

mot SS 323/4 ' awo 

SS . SB ■ ss = : 

m **» ss ss . : ;ss 


HIGH GRAPE COPPEB zSflOO lbs; esn»0P4 
Cleee Previews Hgh/Low 


Jut 

Aufl 


Oct 

Nov 

Dae 

Jan 

Mar 

Apr 

Mey 


12245 

121.50 

120.40 

118.40 
116.10 
11X40 
111.76 

106.15 
10&S0 

105.15 


120.75 

moo 

110.10 

117.25 

1154)0 

11230 

110.70 

107.10 
10585 

104.10 


12250 

12150 

Sep 

17350 

121.65 

120.00 

Nov 

16350 

12050 

11850 

Jen 

16950 

11SL40 

11650 

Mm 

15950 

0 

11350 

0 

11250 

JM 

13850 


OWAMOe JUICE 1&000 ibs; eentiAbs 

Qose Prevkxa Hgh/Low 


1734» 17030 

164.10 16230 

15540 18830 

0 O 

0 0 


® Sre 5?a ^ . 7*25 

5 K S2 ii SS 

Apr T635 ‘ 

J" T€0g If* 7B.W 



a 

10730 

0 

104.40 


CWIPg OB. (Light) 4S300 US oalta S^berret 


Turnover 45 lots of 3JHSQ kg 


1800 

1880 

mo 


18 

60 



Latest 

Previous 

Hlglt/Low 


Sep 

20.85 

2050 

MOD 

20.06 

Oct 

2122 

2081 

21.29 

21.08 

Nov 

21-35 

21.10 

21.46 

2152 

Dee 

21.44 

21.19 

2150 

2152 

Jon 

21,47 

2153 

2150 

2156 

Feb 

21.42 

2154 

2150 

2155 

Jun 

2150 

2156 

2156 

21.40 


| HBUIBA* (Baser Septontoer 18 1801 - tom 1 

Jut 24 

Jul 23 

mnth age yr ago 

17805 

17994 

W5 180&4 

| DOW JONES (Beae; Deo. *11974-1 ion - 1 

Jul 23 

Jul 20 

mnth age yr mgO 

Spot 131.78 
Futures 13059 

101.10 

130.45 

13029 
* 128.15 








5e 




FINANCIAL TIMES WEDNESDAY JULY 25 1990 


25 


LONDON STOCK EXCHANGE 


Wall Street’s shadow unsettles shares 


FINANCIAL TIMES STOCK INDICES 
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THE LONDON equity market 
rallied determinedly in early 
trading yesterday, bat proved 
utmhift to shake off the implica- 
tions of the now mood of 
uncertainty on Wall Street. 

A cain of 18 points on the 
FT-SK was reversed as London 
braced itwlf for the new ses- 
sion la the New York market. 
UK stocks responded thank- 
fully when Ute Dow Industrial 
Average nude a brave start to 
the new session. 

The final reading showed the 
FT-SE Index at 2.360.9 for & 
pain on the day of 12 points. 
Traders described the market’s 
performance as resilient In 
view of heavy ft*h« in a handful 
of Footsie stocks, notably Reu- 


Aocoin) iSinfag Datra 

■throe n—ntT 

Mt 9 

JulS 

Aus 8 

Opaam DMtenNw 

JU> Ti Aoa 3 

Aug W 

UMtasAgn 

AoflS 

Aon <7 

Man , * Dny. 

At 30 

ABO *3 

Aug 28 

Kt*, BMP OMBtav 
IMManOMii 

my ira* 

HMTOia 

ptetp 


ters and Reed International, 
which reacted strongly to their 
respective trading statements. 
Much of the upward pressure 
came from Urn oil share sector 
and reflected the growing ten- 
sions in the Middle East 
between Iraq and Kuwait. 

Trading volume remained 
unexciting overall, although 


the Seaq total was swollen to 
384 shares by an overnight 
programme which some trad- 
ers believed represented selling 
orders in London by a big US 
investment house. 

Share prices opened firmer 
a 3 UK market strategists 
closely scrutinised the over- 
night performance of other 
world stockmarkete. The late 
rally on Wall Street, which 
almost halved the earlier toss, 
helped sentiment, although tbc 
mood remained very nervous 
ahead of the appearance before 
a Senate sub-committee of Mr 
Alan Greenspan, the chief of 
the Federal Reserve. 

In the absence of renewed 
selling In London, equities 


79-53 79.43 


NM 


7930 79.36 66.34 


extended their rise for a time. 
But confidence was noon badly 
jolted by bearish trading fore- 
casts from two leading compa- 
nies, and tbc FT-SE September 
futures contract reacted and 
led the equity market back 
towards overnight levels. 

At the annual meeting of 
Reed International, sharehold- 
ers were warned of declining 
business confidence In the UK 
economy, and of exchange rate 
factors. 

Then the stock market's 
warning flares were set alight 
by Reuters, the global business 
communications group, which, 
referred to some cancellations 
of its services in the UK and 
the US. 


Apprehension ahead of WkQ 
Street’s opening was increased 
by these bearish comments 
from two New York-Influenced 
stocks. Reuters shares ran into 
heavy US selling when New 
York opened and the stock 
closed nearly IS per cent down 
on the day In London. 

At worst. London was nearly 
eight Footsie points off, but the 
market picked up in the wake 
of Wall Street's steady trend in 
early trading. The investment 
mood remained cautious, with 
UK market professionals 
accepting that London would 
react to any renewed setback 
on Wall Street but still con- 
vinced that London is dose to 
sound valuation levels. 


64 JO 74.13 127.4 49.18 

(2/1) {30/41 fyiC5) {3/1/75) 


ease b&js sa.00 es.07 er.ra 


87.13 


82.81 8330 105.4 50.53 

(8/11 (30/4) (28/11/47) {3/1/75) . 


Ondbtary Itara 


IB€&7 18&7 1 1838.1 1068.7 19006 18600 


19603 

(3/1) 


GflM HOom 


1853 8 200&6 404 

(30/4) (6<M8) (M/aKOI . 


164.7 1626 MIS 181 2. 179.4 194.8 


378.5 

(S/a 


167.9 7347 43.5 

(TSffl (15/2/83) {26/10/71) 


FT-ae too sfam 


2350-9 £358-7 24001 2387.3 2402.0 2289.4 


Ord. Dw. V*M 
Earning YkJ %(full) 
P/E Bwio(Naq(ft) 


2483.7 

(3/11 


2103.4 2483.7 966 9 

(304) (3/1/90) (23/7/B4) 


4.87 4 96 4.88 4S1 4.88 4-2fi SMia tOC Gout Saca IS/UVZS. Fteod iM. 1823, 

10.95 1083 10.76 1081 10.74 10.02 Oraiiwy W'M. OoM mina taa«& Mm W«> 

11.07 II 10 1127 11S1 11-28 12.02 FT-SE 10031/12/83. A Nil 10.03 


SEAQ Barcns 4.45pm 21,331 23,336 N/A 25.533 20.634 24,758 

Equity TumoverfCmJt - 88208 80088 82405 1735.38 1457.06 

guhy Bargautat 23S58 27,833 20388 32.920 Z7.87B 

Snam Traded (ml)T - 329-5 384.1 4050 874.1 5108 
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Opao 
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1874.9 


1 pm 
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Day's Low 23S1.B 
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1 2370.5 1 

23723 


23703 


2384.8 


23353 


12399.8 


■SE Activity 1974 

tExciuding intra-market business 

& Oversees turnover. 

London report and latest 
Share Index: Tel. 0898 123001. 


Reuters 

shares 

routed 


RHM 




Share price rotative to tfu> 

A Food Manufacturing index 


REUTERS dropped 15 per cent 
to its lowest level since March, 
after the news and information 
group warned that profits 
growth in the second half of 
this year would not match that 
of the first half. 

The stock dosed at the day’s 
low of X045p for a fall of 184 
after a busy session. Analysts 
said much of the decline was 
speculative froth being 
knocked off the tap of Renters’ 
share price. A total of 5.7m 
shares changed bonds, a figure 
that was nearly doubled once 
American' Depositary Receipts 
were included. 

The company had 
announced a 23 per cent rise in 
first-half profits to £l67m, in 
the middle of market expecta- 
tions. But the market latched 
on to the statement that can- 
cellations had risen and the 
company's warning about sec- 
ond-half profitability. 

As a result, most analysts 
reduced their full year fore- 
casts, with Henderajo Crosth- 
waite moving to £%0m from 
£355ra. while Barclays de Zoete 
Wedd cut to £323m from £355m. 

Reuters' ability to recover 
from such a drop would depend 
upon US investors, who own 48 
per cent of the conyany, many 
analysts said. They added that 
they will be watching closely 
the outcome of a series of pre- 
sentations .Heaters is about to 
mhke in the US. - 

Reed sold i 

Reed Intgaatinialfell 32 to 
Kdftefr ft ’tofimAl that It was ; • 
tely lb produfe the“excep- 
tional” profits to the current 
year which it hot notched up 
in' the previous too years. 

A total of ,4.3m- shares 
changed hands; with sellers 
strongly In evidence. Analysts 
said Reed had recently enjoyed 
strong gains but had been 
driven too high by the market. 

After the statement, many 
analysts lowered their fore- 
casts for the current year to 
around £295m to £305m from 
around £320m That compared 
with last year’s £302m, which 
included S2S.'m of exceptional 
items. 

Reed was also depressed 
after it and the other three 
major shareholders to British 
Satellite Broadcasting con- 
firmed that the period of grace 
in which Mr Alan Bond could 
sell his Q54m stake without 
suffering serious dilution had 
not been extended. 

Reed’s losses and the Bond 
news also depressed Pearson, 
down 23 at 762p, which is a 
major shareholder in B5B. 
Granada, another of the BSB 



Ranks Ho vis McDongall has underperformed both the FT-A 
All-Share Index and FT-A Food Manufacturing Index during 
1990 as hopes of a bid began to evaporate. However, speculation 
revived recently alter Sunnlngdalo, which holds 29.9 per cent, 
sakl it did not consider its stake a “passive investment.” 


sha reholde rs, eased 2 to 2H)p. 

GrandMet fall 

The repercussions of McDon- 
ald’s disappointing earnings 
report were felt mainly by 
Grand Metropolitan, which 
owns the Cast-food Burger King 
chain. GrandMet shares 
dropped quickly to 642p but 
steadied to close 13 down at 
647p as analysts at London 
investment banks refused to 
downgrade profit estimates for 
the burger subsidiary. 

She&reon Lehman Hutton, 
for one, believes Burger King 
may have picked up market 
share from McDonald's over 
the past quarter, so the Call in 
Big Mac’s share price on Wall 
Street may not necessarily be a 
bear signal for GrandMet. 

Dalgety, which distributes 
burgers in North America 
through Its MarttoBrower sub- 
sidiaries, also caught the 
draught Trading was only of 
average proportions in the 
Alpha-rated stock but the dose 
was stffl 8 lower gt.SSBp. ' 

Rolls-Royce dip 

Among defence stocks, 
Rolls-Royce suffered from con- 
cern that overseas sharehold- 
ings may be approaching the 
maximum permitted level Last 
Friday, it was disclosed that 
these holdings had readied 25 
per cent of total equity and, 
with the London market now 
deemed good value In relation 
to other international bourses, 
the fear is that the overseas 
limi t of 29J5 per cent may soon 
be breached. Presentations to 
Japanese institutional inves- 
tors last month were deemed a 
su ccess . 

Dealers said that although 
demand for the shares 


remained satisfactory, it had 
been overtaken in the past two 
market sessions by increased 
selling. Rolls-Royce lost 6 fur- 
ther to 2I3p after turnover of 
5.8m shares. 

Tbc possibility that Mr Tom 
King, the Minister of Defence, 
could make a statement on UK 
defence policy either this after- 
noon or before Parliament 
rises on Thursday for the sum- 
mer recess brought cautious 
trading in other defence-re- 
lated stocks. 

Market sources believe the 
Ministry of Defence has com- 
pleted its "options for change” 
study on fiiture armed forces’ 
levels and that outline details 
could be revealed very soon. 

OH tensions 

Oil and gas issues posted fur- 
ther big gains as crude oil 
prices continued to advance 
»mM the growing tension in 
the MMdto Blast and ahead of 
today’s preliminary Opec meet- 
ing in Geneva.' 

Share prices were up and 
running at the outset In 
response to reports that Iraqi 
troops had massed near the 
Iraq/Kuwait border and that 
US warships in the region had 
been put on alert Brent crude 
for September delivery moved 
easily through the $19 a barrel 
level, reaching $19.65 at one 
point 

Oil analysts said it was quite 
clear that the Iraqis were 
exerting unprecedented pres- 
sure on the Gulf states - at the 
risk of creating political and 
military instability in the 
region - to force an agreement 
at the Opec meetings, which 
get under way in Geneva 
today. 

News that Saudi Arabia bad 
come out in favour of an oil 


price bighcr than the Opec 
benchmark level of SIS a barrel 
“shows that the Gulf states are 
looking to appease Iraq, at 
least In the short term,” said 
Mr Steve Turner at Smith New 
Court. 

BP moved up 7 more to 340p 
on turnover of 10m, while Shell 
were a similar amount firmer 
at 489p on -L5m. Enterprise Oil 
jumped 14 to 676p. as did 
Lasmo, to 448p, after 45Gp. 
Las mo reports interim figures 
this morning. 

Ultramar were swept along 
by the oil price euphoria, clos- 
ing 4 higher at 343p. as were 
Bunnah, 675p. and Calar, 2S4p> 
Of the cheaper stocks, there 
was significant support for 
Clyde, 6 up at 175p. 

The banks remained a ner- 
vous market with activity at 
very low levels in most cases. 
NatWest were a fraction off at 
333p on 3.4ra after the big loss 
recorded by tbc bank's US arm, 
Bancorp- But Lloyds drew good 
support to close 2 firmer at 
298p ahead of Friday’s interim 
figures, which kick off the 
clearcrs’ interim reporting sea- 
son. 

A bearish review of the mer- 
chant hanks by County Nat- 
West’s banks team was a 
restraint for the sector, where 
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Hambros lost 5 to 258p. 

Insurances attracted some 
keen interest. Prudential, 
heavily traded on Monday, 
advanced 7 more to 243p on 
turnover of 4.7m. Dealers said 
there had been no let-up in the 
bid rumours that have circu- 
lated around Prudential for 
many weeks. A story that Ger- 
many’s Allianz was about to 
launch an offer for Pru was 
strongly rebuffed only last 
week. Lloyds Abbey Life, 
reporting interim figures on 
Friday, edged up 3% to 348p. 

Composite insurers staged a 
minor rally. Guardian Royal 
were easily the heaviest traded 


APPOINTMENTS 


Ports chief 
for Sea 
Containers 



SEA CONTAINERS has 
appointed Mr John Wood 
( pictured ) as managing 
director, Sea Containers Ports, 
where he Is responsible for 
port operations at Folkestone, 
Newhaven, and Heysham. He 
was a director at Sealink 
British Ferries. 

d Mr Ian Mercer has been 
appointed chief executive 
designate of the 
COUNTRYSIDE COUNCIL 
FOR WALES, formed following 
the merging of the Nature 
Conservancy Council and the 
Countryside Commission. It 
will come into being when 
legislation completes its 


passage through parlia m e n t. 
He was with Dartmoor 
National Park Authority. 

■ Mr Andrew Warren has 
been appointed group 
publishing director, 
Harmsworth Magazines 
division, DAILY MAIL AND 
GENERAL TRUST. He was 
with National Magazine Co. 

■ GbS (UK). Alton, has 
appointed Mr John Fax as 

fjnam-ial director. 

■ Mr Nigel Whittaker, 
corpo ra te affairs director of 
Kingfisher, has been appointed 
honorary treasurer of THE 
RETAIL CONSORTIUM. 

■ Mr John A. Clegg, chairman 
of John Clegg & Co. has been 
appointed a non-executive 
director of COLROY, Chesham, 
Buckinghamshire. 

■ ALEXANDER HOWDEN 
REINSURANCE BROKERS 
has appointed Mr Adrian A . 
Austin and Mr Michael B. 
Pemberton as directors. They 
have joined Alexander Howden 
Aviation. 

■ SEARS sports & leisurewear 
division, which includes 
Olympus Sport, and Millets 
Leisure, has appointed Mr 
Adrian Cham berlain as 
divisional commercial director. 
He is business development 
manager of the parent 
company. Mr Robert 
Porter-Smith, merchandise 
director of Olympus Sport, also 
becomes a sports & leisurewear 
divisional director. 



Mr Jeaff Samson (pictured) has 
been appointed a 
non-executive director of 
MOSS BROS GROUP. He Is 
group managing director of 
Yale and Valor, and his career 
includes experience at GEC, 
STC, and Plessey. 


jited financial director 
. the HENRY BOOT GROUP’S 
four subsidiary construction 
companies. He was chief 
accountant 

■ DOVERSTAR MACHINERY, 
Andover, part of Orion 
Holdings, has appointed Mr 
Stephen M. Penney as 
international soles director. 

He was UK field sales director 
at Howell Graphic Industries. 

■ BRITISH TELECOM has 
appointed Mr Michael Bett 
as chairman of its new 
advisory forum for Wales. He 
ik manag in g ' director. UK 


operations, and la to become 
vice chairman in October. 

■ Mr Alan Watkins has been 
appointed finance and resource 
director at SUPERDRIVE, a 
Shell company, which operates 
a service, battery and exhaust 
re placemen t chain. 

■ HO ARE GOVETT GILBERT 
ELIOTT has appointed as 
executive directors: Mr Bob 
Derbyshire in charge of bond 
sales; Mr Robert Wild, 
preference share sales; and 
Mr Sean Bagufey, trading. Ms 
Elaine Milner and Mr David 
Barker are both appointed 
executive directors on the 
origination site. The company 
is a joint venture established 
by Security Pacific Hoare 
Govett and Girozentrale 
Gilbert Eliott 

■ Mr Robin Bailey has been 
appointed managing director 
of NATIONWIDE ANGLIA 
INDEPENDENT FINANCIAL 
SERVICES, a subsidiary of the 
building society, which Mr 
Bailey Joined in 1368. Mr Barry 
Wycherley has been appointed 
national sales manager. He 
was an area financial, services 
director with Nationwide 
An gHfl Estate 

■ CONTINENTAL BANK has 
appointed Mr Charles Law as 
managing director of UK 
corporate finance, based in 
London. He replaces Mr 
wilHam, Ob enahaln who is 
returning to the hank in 
Chicago. Mr Law was 
managing director of European 
debt distribution. 


shares in the sector, with 4.7m 
changing h a n 4» as the price 
moved up 2 to 225p. One of the 
big US investment banks was 
said to have been a Mg seller of 
the stock, which has fallen rap- 
idly from the 250p level 
recently. The stock overhang 
has been removed,” noted one 
dealer. 

Insurance brokers took heart 
from the Increased profits 
recorded by Marsh & McLen- 
nan, the US braking concern. 
Sedgwick were especially firm, 
closing 8 higher at 228p on 
turnover of just short of lm. 

Fisons gained 7 to 384p after 
James Capel issued a positive 
note following a visit to VG, its 
scientific equipment division, 
acquired earlier this year. 
Capel expects profits this year 
at FIsonS Of fgtSm, and CTBSm 
next year, compared with 
£LS9m in 1989. 

The water issues were again 
among the market’s best per- 
forming areas as the sector 
responded to persistent small 
buying which was said to have 
revealed a shortage of stock. 

The forthcoming privatisa- 
tion. of electricity will show the 
water stocks as being funda- 
mentally cheap against the 
market,” said one dealer, who 
added that the market expec- 
ted a number of analysts to 
turn more positive on the sec- 
tor during the next few days. 
Bad publicity regarding pollu- 
tion of the environment “is all 
in the prices,” the specialist 
added. 

A note on the water stocks 
issued by Mr i-airfa Atbanaaiou 
at UBS Phillips & Drew high- 
lighted the attractions of 
Southern and South West The 
only negative recommendation 
from UBS Is for Northumbrian. 
The Water Package raced up 
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65 to £2258. while among the 
individual stocks, Wessex rose 
9 to224p. Gains of 8 were com- 
mon to Southern, 207p, and 
South. West. 233p. while 
Anglian attracted the heaviest 
turnover and put on 7 to 228p. 

BXCC lost 6 to 432p, with a 
line of L9m shares reported on 
the Seaq ticker during the 

rrmmlngr 

British Telecom’s defensive 
qualities were said to have 
been behind persistent demand 
for the shares, which edged up 
2% to 293p. 

Thom EMI remained a ner- 
vous market ahead of Friday’s 
annual meeting and dosed a 
firrther 10 lowo- at 725p. 

GEC, hinted as one of the 
potential bidders for Power- 
Gen, slipped 2 to I97p. 

TI Group regained a small 


early loss to close a net 2 
higher at 530p on the award of 
a three-year contract, worth 
535m, from Rolls-Royce for jet 
engine rings. Lucas Industries 
responded belatedly to favoura- 
ble advice from County Nat- 
West, Improving 3 to I49p. Lex 
Service hardened to 260p 
awaiting Friday's interims. 

A spirited bout of busring 
interest for United Newspapers 
aroused speculation of renewed 
stakebuilding or a full bid and 
the shares advanced fhrtber to 
385p for a rise of 13. 

Record sales for the season 
ending this month, the figure 
breached $2bn for the first 
tfmn, poshed shares of Chris- 
ties Ttitemntinmal up to 326p. 

USM-listed City of London 
PR Group reacted 8 to 4Bp after 
the warning that profits thfa 


year would be “somewhat 
lower”. St Ives eased 3 to 2l7p 
following a downgrade by a 
leading securities house. 

Reports of an encouraging 
annual meeting yesterday 
helped De La Rue progess 4 to 
298p. Hawthorn Leslie 
regained part of Monday’s fall 
to settle 2 Vi firmer at l6Kp, 
but trading worries beset 
Strong A Fisher, which 
retreated 5 to 14p. 

Hambros Advanced Technol- 
ogy Trust went higher on 
agreed share exchange terms 
— there is afcn a caah alterna- 
tive of 120p per share - from 
Hambros. HATT rose 8 to 117p. 

■ Other Market statistics, 
indiiritng the FT-Actuaries 
share index. Page 20 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


Dollar and pound slide lower 


THE DOLLAR and sterling had 
a softer tone yesterday as Mr 
Alan Greenspan, chairman of 
the US Federal Reserve Board, 
ami Mr John Major, the UK 
Chancellor, gave their views 
on economic matters. Mr 
Greenspan was continuing 
Congressional testimony begun 
last week, and Mr Major was 
speaking In an economic 
debate at the House of Com- 
mons, hut the main impact on 
the market at the London close 
remained concern about equity 
markets, after Monday’s sharp 
fall in prices. 

Nervousness on Wall Street 
continued to weigh cm the dol- 
lar and had a follow through 
im part on the pound, althoug h 
by the time the currency mar- 
ket closed in Europe share 
prices in New York and Lon- 
don were showing little overall 
change. The dollar suffered 
from the threat that loss of 
confidence in equities could 
prompt a cut in US interest 
rates. This increased demand 
for the D-Mark, which in turn 
was reflected in a weakening of 
sterling against members of 
the European Monetary Sys- 
tem exchange rate mechanism. 

Reports that troops were 
manning on the border between 
Iraq and Kuwait provided the 
dollar with some underlying 
support, but this factor was 
outweighed by concern about 
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the flnap c foi situation. 

Mr Greenspan told a House 
hanking subcommittee that US 
fryfintinn is currently higher 
than the Federal Reserve 
would like, but his overall 
remarks were regarded by 
some traders as an indication 
that economic growth has top 
priority. This prompted specu- 
lation that the Fed be prepared 
to ease its monetary stance 
again. The Fed did add 
reserves to the New York 
banking system yesterday, via 
two-day system repurchase 
agreements, when Federal 
funds were trading at the 
assumed target rate of 8 per 
cent. This took the rate down 
to 7 )3 per cent, but it was 
argued that the move was 
required for technical reasons. 

The dollar fell through sup- 
port at DMU5250 and DM1.6200 
to close in London at DML6185 
compared with D Ml. 6280 on 
Monday. It also declined to 
FFr5.4275 from FFr5.4600 and 


to SFrl.3750 from SFrl.3880. 

but was only slightly weaker at 
Y148.40 against Y148.45 in 
terms of the yen. The dollar's 
index fell to 6&2 from 65.3. 

Mr Major said that high 
Interest rates are succeeding in 
curbing British inflation. 

Sneaking durinjt a Parliamen- 
tary debate he remarked that 
“although the policy is work- 
ing its job is not yet done”. Mr 
Major added that the inflation 
rate itself Is still too high and 
it may move a little higher yet 
before turning down. 

Sterling had a weaker tone 
in Umdon against most curren- 
cies except the dollar and yen, 
continued to lose ground 
later in New York. At the Lon- 
don close the pound had 
gained 40 points to $1.8255, and 
had advanced to Y271.Q0 from 
Y 270.50, while declining to 
DM2.9550 from DM2.9650; to 
FFr95075 from FFr9.9450; and 
to SFr2-5100 from SFr2J5275u Its 
index lost 0.1 to 93.7. 
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147 

149 

2-21 

94 

0-35 

1-19 

145 

247 

8500 

0.44 

143 

L01 

L79 

0-19 

1-22 

2-33 

260 

95 

0-20 

061 

2-30 

325 

8550 

0.29 

0.93 

U6 

209 

0-09 

1-0. 

323 

3-39 

W 

0-10 

044 

3-20 

4-08 

8600 

017 

on 

L74 

241 


bttoated rotanW MUl Calls 810 Pate 460 
Sorhntbj’s«wWr&Usa982 Puts 18629 


EsaJmated nfome waL Calls 70 FHs 0 
tartan fete's open ImjCalh 2140 Pats 2066 


EsUrata! interne total Calls 4741 Ms 2924 
tartan 0*3 ops laltalte 48540 Ms 45129 


UF(G EUMMK QPTBMS 
HUa pAib <C 100% 

Strike CaUsrfetUerotats 
Price • Sen 0* 

9075 OM 0.77 

9100 0.65 0_» 

912 0.41 036 

9150 0.19 032 

9175 0.05 031 

9200 0.02 0.& 

9225 Oil! 0-03 

9250 @ 0.01 


Puts-sattlcBeRb 
5s Os 

0 «5Q5 

am o,® 

0.02 0.14 

0.05 035 

036 039 

038 039 

a.62 an 

036 104 


UFFE EDmOLLAR BPTBMS 
£Xn palate it 100% 

Strike Catts-setUeuauts 
Price Sro Dec 

9125 0.78 0.82 

9150 034 039 

9175 030 0.40 

9200 032 034 

9225 0JS 0.14 

9250 032 0JJ7 

9275 an 0.03 

9300 0 032 


UFFE SSORT STEUKG MTBRS 
£580300 pebA if 100% 


PatmtUoneuts 
Sa Dec 

aS ojm 

0.02 0JK 
0.03 032 

am 031 
ama 0J6 
030 034 
074 0.75 

098 0.99 


Strike bUHittleaeats 
Price Ss . Dec 

8B0 am L73 

8475 0.63 130 

8500 040 138 

8525 033 L06 

855 0 0J3 084 

8575 0 07 0 65 

8600 005 06 

8625 033 036 


PutMEtUementa 

QJ§ o m 

0.83 005 

0.05 0.08 

0.13 031 

0.28 034 

0.47 020 

0.70 039 

0.93 0.41 


Estimated rotocte total. Calls 2201 Puts Z71D 
Protean dufs opea InLCaAs 21391 Pots 16301 

LONDON (UFFE) 

»YEA8 9% BnmULfiOr 
£54,000 32udt wt 1N% 


dan 

Sep 84-25 

Bk 85-13 

Mar 


Estimated rotearo 119Z7 (2033 71 
Prwtau dap's open taL 32422 02864) 

TO T8EAS»OT KKIBS 8Tt 
SUOtBOO 32m a! 100% 


Low Prei. 

84-554 8514 

86412 


dose 

ftp 92-27 

m 92-i a 

Mar 92-11 


low Ptt». 

92-22 93-11 

93-02 
92-27 


Estimated rohaue 3735 «403» 

Pitteous daFs opo be. 4206 142X4) 

6% mmML KHUllnr. MB 
DM2SO000 UOths of 100% 

Ctae hH Low KwT 

Sip B4.43 84.78 84.40 8010 

Dec 8434 84M 84.48 85-01 

Esti ma ted whan« 44666 160626) 

Protean da^s apa taL BZ335 (82390 

6% HOTOBAL UMGTERM JAPARESC GOVT. 

■on noBH loans rf 100% 

Ok High Low Prar. 

Sq> 93.20 93.S 93 JO 9337 

Dec 93.42 93.C 

Estimated rohane 78 (516) 

Prorhas da/s open taL 993 R35> 

THREE MBHTH 5TEKUHG 
C5B9JHID pateb at 100% 


EUsaataJ roteme tt*L Calls 115 Puts 15 
Protean day's opea kaL Cafe 3972 Pate 3388 

CHICAGO 

SUO^OO 32ns if 110% 

latest Hid) Lew Pro*. 

Sep 92-29 934B 92-21 93-10 

Dec 92-20 9226 92-13 93-fll 

Mar - 92-18 92-06 9234 

Jim - 924? 91-29 92-15 

Sep 91-30 91-30 91-21 92-07 

Dec ... 9i.n 

Mar ... 91-24 

Jut ... 91-17 

Sro ... 91-10 


tlS. TREASURY B3U3 CMH) 
QoiaMsteaf 100 % 


Estimated mine total. Cafe 6172 Pits 2736 
Protects (lav's opea ML Calls 61300 Puts 61737 


JAPANESE VEH (BOD 
YlZSn S per Y100 


latest 

mg 

Low 

Pra. 

9270 

9272 

9269 

9275 

9288 

9290 

9287 

9293 

9287 

9290 

9287 

9292 

9271 

9274 

9271 

9274 

- 

- 

- 

9260 


swiss Fwuctmn 
SFr 12SAM S per SFr 


Latest Mah Low Proa. 
07214 0.72 a 0.7197 0.7Z37 
0.7188 Ql 7209 OJlflO 0-7221 

- 0.7215 

- 03218 



dose 

Hn 

Low 

Pro*. 

Sep 

8535 

8&S 

8532 

85.40 

Dk 

86.20 

8634 

86.18 

8627 

Mar 

87.00 

87.04 

86s98 

87.07 

tea 

87.52 

8755 

8731 

8739 

Sep 

87.86 

8789 

8786 

87.92 

Dec 

87.99 

88.02 

87.9B 

8884 

llv 

87.% 

87.98 

87.95 

87.99 

Job 

87 £5 

8788 

8786 

8789 

Sq» 

87.86 



87.9* 

Dec 

87.90 



87.95 

Mar 

87.92 



87.95 

JM 

87.92 



87.9S 


Eta. VW. One. figs. boL stem} 25854 095451 
Previous Of* open taL 179788 077234) 

THREE MtHTN EBH&X :/* 

Slmptepb ■( 100% 


nuoBMn se us optbk 

mgoteannm 

Strike Calb 

Price An Sea Oct Die / 

i Mtn ifcM jftfsn 16.90 hwi 

1-675 1430 1430 14.40 1430 

L7U0 1LS0 1130 1LW U.80 a 

1325 930 9.40 930 0 

L750 6.95 6.90 6-97 717 0. 

L775 434 4.74 4.98 535 0 

L800 251 3.05 3l41 194 0 

Previous djfs apn lot: Calls 289,099 Puts 308348 (AH oracle 
Protons ctef's aohuae: Cads 20.7&) Pas lW/tAH cwnndes) 

18 YEAR 1A% NTOUL FRENCH B0« OUTO7 FUTURES 


Sa ta abu r 

DeceraiKr 

HUroh 

June 

EsUmtedi 


CHBMB 

0HHF1 FUTURES 



Qase 

Ctange 

Wta 

Low 

YleM 

10262 


102.fi 

10250 

934 

10278 

+0.08 

10278 

10262 

932 

10268 

-082 

10268 

1Q268 

932 



Ctase 

HM 

9206 

Low 

Ata. 

Sqi 

9202 

9200 

9202 

Dec 

9203 

9205 

9200 

9202 

Ha 

92 00 

9202 

9199 

9200 

Am 

9182 

9183 

9181 

9182 

Sip 

91.66 

91-66 

9L65 

9L67 

Dec 

91.47 

9147 

9146 

9148 

liar 

9139 



9L40 

J« 

9127 



9128 


! 52.113 Total (teen Mtemt 72.043 


EsL Val. One. figs, not shown) 4087 O03S 
Protean day's am ML 32750 (3Z373) 

THREE WITH QHBC08$M! " 

an ImpaMb 1 ( 100 % 


OFUM ON UHG-1E8M FRBKH I 


102 LOO 154 - 

103 0.49 Ufl 

104 0.17 030 

105 0.06 0.44 

Open tat 110.729 29,197 2536 S 

Estbmated mime 11392 faai Open tatemt 259526 

TWginrilPgORFimRtBIMATin (Parts Mtli>mdiM(ialraM~ 


Sa 

Close 

9164 

^7 

Low 

9L62 

Pro*. 

9169 

September 

Opo 

90.18 

Ctae 

9008 


HM 

9019 

Low 

9014 

Dec 

9L47 

9131 

9147 

9133 

Ooxntacr 

90 20 

9030 

+0.02 

90.21 

9016 

Mar 

9L43 

9L47 

9143 

9148 

Manta 

9021 

9021 

+082 

9022 

9020 

Jan 

9142 

9142 

9140 

9147 

Jo* 

90-20 

9020 

a 

9020 

9019 


Sn 9135 ■ • • 

H*e • 9135 

Mar 9L3B 

Jan* 9135 

Estimated roteme 7724 022871 
Protean dafs open ML 62568(621171 


TWEEMHTH ECU 
ECU la puMs of 100% 



Close 

89.% 



sa 

89.71 

89.70 

89.77 

Dee 

89.74 

B9.75 

89.73 

89.76 

Mar 

Jan 

8983 

8983 

89.75 

89.90 


Estimated wAmro 297 (36) 

Preteoas dan's opea ML 2707 Q&96) 


FT-EE1MBOEX 
£25 pro fall tadee patat 

do* "H%6 low Sw" 
Sep 2418.0 2435.0 2400 0 24U.0 

Dec 2482.0 2493.0 24765 34750 

Mar 25285 25210 

Estteated rohne S346 (6824) 

Protean tap's apn ML 24601 0030 


miNM (FORETGH EXOMMGO 


1 -mth. 6+nth. 12 +nth. 

18144 13952 L7677 17260 


BOKTERLUGSipwE 


Yea pro 1000: French Fr. pro 10: Lha pro 1000: Belgian Fr. pro 100. 


Sa 

Latest 

1J2K2 

LWf2 

Lav 

1B016 

Pro*. 

18078 

Dk 

1-7730 

17788 

17730 

1.7794 

Mar 

L7548 

17548 

17540 

17550 


EsthaaM wtamr 5.584 Total Open hoerost 18527 

CI&48 Frag HUffiawt tadn 

Open Ctna 

Jph 19900 1990.0 

Aopst 2D08L0 20010 

September 2018.0 2018.0 

Decentaw 

Esthnaud intaiK 5JN4 Total Opoa tatemt 7,480 


BASE LENDING RATES 


AM Bata- 

- 15 

Contis & Co 

b 

Atia&Conptar — 

. b 

Cypres PnjnJarBk 

b 

Allied Trist Bata 

- 15 

Dtntar Bank PLC 

b 

Mad Irish Bata 

- b 

Satan Lawrfc 

b 

• Hm^Anstata 

. b 

Eipatortai Baak |dc — 

b 

AandateCapfay— 

- ^ 

Enter rrastim 



Bank of Boob 

Ban Bilbao Yteaja.-. 

Ba*CrHa&Coffl»_ 

BadmK^nB 

iMafintari 

Bartofloda 

BankofScttland 

BamK Beige Ltd 

BanhisBM 

BsdnzkBoi 

MB! of Mid East 

• BranSHfo 

HBankMertaod 

• QartffboRWBa* 

CtflmkNA 

OtfltaniaBtsBak™ 

ChitetlabiBsrtE 

Dram. Btof London Pk 
Go-apertheBaA 


IS Fust Rational Ba* Pic. 
15 • Robert Ftaagi Co. __ 
25 Robert Frar&Plm.-. 

15 UobaA 

15 • Gitas MAh 

15 HFCBaft* 

15 •HnbrosBait 

15 HanpsMRTnsLPIc — 
15 HeritaWe& Gator Bat. 

15 MHinSMSi 

15 C Hoar* & Co. 


15 •Ln|nldJ(«ofa&5om- 

15 UqdsBaok 

15 Megkql Bask Ltd 

15 McDonocfl Dogas Bsk. 

15 Midland Bata 

15 MoontBataiag 

15 Hat BL of Kuwait 


& • 

15 • 

15 
15 

i? 

515 
15 
15 

15 • Mantas of British Matfcnt 
15 Banking & Secvftls House 
15 taodatloR. • Deposit row 5.9% 
15 Samise&5%.TnTlB--£50^Xh- 
15 factaat acoss 13J% i Mortgage 
15 base rate. 5 Denari teft 9%. 
15 Mortsqc 152% - 15 l95% 




FINANCIAL TIMES WEPNESDAYJULY25J990^ 

MONEY MARKET FUNDS 


Money Market 
Trust Funds 

Gran Ret UR KCr 

Cent ftU of Fin. of Ctanta of 

se^3883P VlSfiiSS 

Gntmore Hmqr BU«tgOT«rt _ 

2.3 Wite Han Yk^ Lgtak»»K 0n-D6 lra 

Cifl Fwl.„-. JM» U-JJI »S[r!H 

— fjs A ss tis 

ISfiS!5brr:io!St sjTI /»!>«* 



Coat tidsCo 

{uSroaol, London WC2R0QS 


2^35.^-^ UJ75I 

SSS3s& ,- 5««. 


IMHhh 

U.4I64M- 

iatI - 


14.02 Ota 
13.84 Sro 
1330 Ur. 


07X673073 
14.941 Qlr 


Money Market 
Bank Accounts 


0.6731 0 Ajfl 0.6729 0.6752 

OA73S 0.6739 0.6734 0.6755 
0.673S 06735 06735 06758 


DEUTSCHE MARX (HBD 
DMUS^XW S per M 

raa — res — E ow — pst 

Sep 0U53 sii® 0.6144 0.6171 

Dec 0.6142 06054 0A142 0.616b 

Her ... 06199 


THBEB4HHTTH FWWWW I AR (BMP 

Slro potato at 100% 

Latest High Low Pro*. 
Sep 9243 92.06 92.02 92.07 

Dec 92.02 92.05 9101 92.S& 

Mar 9L99 •OJJ2 9L99 92.03 

Jua 9L81 9L83 91.B0 9185 

Sep 9L64 9166 9L63 9L6B 

Dec 9145 9L46 9143 9148 

Mar 9134 9136 9134 9139 

lot 9121 9L24 9LZ1 9127 

srssffisra & p&m son woer 

1800 ttaae» tadea 

Latest High Low Pm. 

Sep 357.70 35835 356.70 354.12 

Dec 562.05 36235 36135 M.95 

Mar - 366.10 36020 36530 


6 ms Net CAR Inter 

AftkcB Hum Basil pk 

30 CIS Bad, EC1Y 2AY. ,071-63 16070 

lit m I0J3 1AM Qtr 

aSwroTT 13 50 10 I 3 14.73 Mtn 

ESS KSS+Jj+tO 1400 10.921 1SJ1 Mtta 

Sfeu2§CMdo!zdl4ja lull 13JW Mlh 

Allied Trust Bank Ltd 

97-101 Connaa Se, loodoa. BpW 5AD . 

OM HA (£2,001 ♦». .. ( 1^.78 1133 16.210) JJtl» 

HKAtROOm ..113.90 “U4|13.19b| MUl 

PKOMMAiCaO. 00141 .J 14.90 11.62 1 16349 1 - 

American Eapaaas Bank Ud 
eja American Express Financial Santa United 
wnaiamMi, Bargwwtiin 
Wet 5UO W.W 1 5 9WW 04*4 870000 

Im\ fi£| KS 

r?#?n££&x 9a h"* 'll? HI 10.00 13.39) MUl 

10.60 1 14.461 MU 

Bank of Mnd High Interest Cbmtae Am 
%OmsSL EC4R 1BIL .OT^S’OOO 



io Do 7.8001 iaao mo. 
woo 1092 2531 Ml* 

16.03 MU : 
1603 ,W». 


FT-j-Hai & General Bank W* • ~ 

ffiaatesraiiarE. 

Gvtmora Mom VUaamuaA 

K5aS0S5Mo“ffiti 

Girobank tdeHWi 


%.._jrTl3.782 10.750114.921) Ore 
1 14303 U. 000 1 15 .283 1 Qer 


Bank of Scotland 

BjsiaffiWKff ia«i^ 6 ^ 

10641 14.91 1 Mtb 


0203694242 
15.13] Qtr 
15 57 1 Sir 
15-87) pro 

Banians Prime Accamt H1CJL 

SSSiS^ts.io u.| safe 

g®asfe.--jis .aims 

£25.000+ 115.10 10-291 1430 1 Qtr 

Benchmark Ban* PUC Premier Accmmt 
86 Niwuim Street. W1P3U). 071-6313313 

Small DnoUti. _ 1030 -) -j 

£2-50frilO.OOO 1330 1033 MAO Otr 

110,00 1-E20.DOO. 13.73 10.73 14^J Qtr 

£20.000+ 14J0 1131 1 15.731 Otr 


Brawn Shipley & Cn Ltd 

FoardmOMt, LoUteurv. Landau EC2 , 071-6069833 

HICA. r^_|1400 10.92 1312) Otr 

Prof DwmU A/C 1 13 373 10.4551 14.46 1 Otr 

Cafedaaian Bank Pic 
Cater Allen Ud 

25 BlnhhUoe. Loudon EC3V9QJ .071-6232070 

HICA -T1350 1033)14.73^1 MU 

Consort £5.000 raki... 114129 1L01751 13.4331 MU 

CharteriiOBse to ak i im H nr 

1 Paternoster Row, EC4U 7DH. 071-2484000 

£2500-09.999 13.25 10-34 14.43 MU 

£2ilOOO-C49.994__ 1350 1053 14.74 MU 

E50.000-£99,999__ 13 75 10.73 19.02 MU 

£100,000* 14 00 10.92 1531 MU 

S5 060-049.999 7.00 5.46 7.47 MU 

550.000- S99 999. _ 7.25 566 7.74 MU 

5100.000- 51^9,999.- 7.50 5-85 8 01 MU 

5200,000+. l .717.73 6-05 839 MU 

Mum who mi nuclei urouvaBaMe-fos rates otae 

plane at 2168 

embank Savtags 

St HUrtta; Ifee-HamowynlU Crowe W6 081-74149*1 

MuunMartatNu 

K.OOO-Q4.999 1 11.00 830 11.791 MU 

£»,000._ 1 11-50 9.00 1 12-51 1 MU 

Ctydestata Bat* PLC 

30%VlinwtPUC6«asggwGJL2HL ,0418087070 
Mien £2,000H394q-Tl>2 9JZl 13JST Qtr 

C10.000-CI9.999 1 130 10341 14.04 Qro 

£20JH149.999 13.2 1030 14Z7 Otr 

£50.000* — ■ 1 13.7 10A9I 14JBI (Mr 


mw 

swr: 

Lloyd* Bank-IhiwfaMwt Accnmrt _ 

U.7| 07 13AfSg 

jnnt :: 1430 113 1541 - 

15.600*17 313.9 10.3 M.oitewte 

How £3.000. .717.7 53* 7JI*lrt. 

M & G/Klehrarort Borow 

r.*A i feS5s nB i -,?s*^ JB i sa® 

0742328653 
930 13-13 Qtr 

10.00 1384 Qtr 

1050 1436 Qtr 

1UM 13.07 6-MU - 
1150 15.77 6-MU 

nut ■'* » 

, 071-574357* 

10.00) 13.84) «r 

%ll ^ 

Raya! Bank of Scotland tdc Praroh^ Acc- ' 
42 StAndrew Sq. Edlrtijrt EIU ZTC. Ml-g I . 

mooo^igiimTT^uin lora ia« Mr' 

Save & Pnroper/IMert Hmiliii 

raiw 

Sterling Bank & Trnst Ltd , ' 

bk5» , mi rans 



Tyndall & Co Ud 

29-53 Princna VktorlaSl Bristol . 0272744TOI 

Durand Acc. 7)13.75 ■ 10.731 14.89) Qtr • 

HUM ZI13A2 10 62 1474 Qlr 

HIMA £100.000* - 1 13 87 10 8l| 15-02 Qro 

□lent Plus Acc- 1 1337 loTSI 14461 Qtr 

United Domini nets Trust Ud 

PO B«135. A0hirSi.A9rihigKllEB . 073436001 

11391 15.421 - 

J. Henry Schrader Wigg & On Ud 

10531 m 

SuLOOOaad above J 13 7300 10-723) ISJOl HU 

Western Trust High brtemt Chew Ace 

TlwMooejceutre. mrapHUPLIlSf , 0752224141 

£25 000*777 __ |l0-50 lLllI 1 Sl 73T Qtr 

£3.600-£24999. .1425 11.12 13.45 Qlr 

U.000-C4.499 1 1400 10.921 15371 Qlr 

WlmUedon A Saudi Wert FtaHRGi'Uit 
114 Nearate St, Laadoo EC17AE ' 1 ,071-6069485 

Hlflh M Sraae /kc_Jl450 U_3ll 13.731 Qlr 


4 


■i is 






CROSSWORD 

No.7,298 Set by GRIFFIN 


Jk '• -‘L - 

ta. 5 y-ti 

' . .t'. 

■ : :• ->* 


. -j.a' -rit 


■\.*r -7 

:’..1 '-I 

'■ i 


>•••• * ; *-i 

- -'IT. L. 

:£ L 

- - -x: •: 


Iw MiTI To 


MONEY MARKETS 


FT LONDON INTERBANK FIXING 


Rates little changed 


INTEREST RATES in London 
of lobe have shown virtually no 
reaction to outside factors, 
such as nervousness in equity 
markets. 

Recent UK economic news 
has been reasonably encourag- 
ing and the pound is relatively 
strong on the foreign 
exchanges, but inflationary 
pressure means tha t no chango 
is expected in UK bank base 
rates for several months. 

Three-month interbank was 
quoted at 14U-14H per cent yes- 
terday against 141H4M on Mon- 
day, and 12-month money was 
14%-14£ per cent compared 


IIK ctearinfl bank base letuBag rate 
is par cam 
from October 5 


with 14%-14%. 

Short sterling futures on 
Liffe lost most of Monday’s 
gains, as some funds attracted 
into fixed interest investments 
by the fell in share prices on 
WaU Street moved bade into 
equities. December short 
sterling opened lower at 86L19 
and traded in a narrow range, 
before closing at 8&2Q against 
86-27 previously. 

Credit remained m fairly 
short supply on the money 
market The Bank of England 
forecast a day-today shortage 
of £750m. Total assistance of 
was provided. 

Before lunch the authorities 


dlJH ojo. JoJj 2W 3 oonSc US flollan 
bM S J offro 8% 


b mouths US DoU» 


bought £464m bank bills in 
band 2 at 14% per cent. In the 
afternoon another £161m bank 
bills were purchased, in band l 
at 14% per cent 

Bills maturing in official 
hands, repayment of late 
assistance and a take-up of 
Treasury bOls drained £568m, 
with Exchequer transactions 
absorbing £130m and bank 
balances below target £75m. 
These outweighed a fell in the 
note circulation adding £45m 
to liquidity. 

In Frankfort call money was 
steady at 7.95 per cent Credit 
conditions remained tight after 
around DM5bn of "Section 17” 
money was drained from the 
market This was public sector 
money recently diverted into 
the banking system by the 
Bundesbank, to ease liq uidity 
problems. 

The central bank will have 
an opportunity to pump more 
money into the market today if 
required. A 28-day securities 
repurchase agreement tender 
has been offered at variable hid 
rates, and dealers are looking 
for the Bundesbank to at least 
replace DM17bn draining freon 
the m arket as an earlier 
facility expires. 

Banks reserve holdings at 
the Bundesbank rose to 
DM59-lbn from DM54.8bn on 
Friday, to average DM60.3bn 
for the first 22 days erf July. 
The central bank has set an 
average requirement of DM59.7 
for the whole month. 


Tbe firing rots roe tte arittaaeUc man nanded ta tte Barest aaHMnuk. of tte bM ate offend rates lor SlOm 
auital to IbeaalHIirft'R reference banks utU-OOun. each worths dap. Tlw totes are National Westailmur 
Bata of Tofcjra, Derate Bata. Baaqae Nutkmal de Pats ate Hagan Guoarty Trust. 


MONEY RATES 


NEW YORK 


Lunchtime Dae month — 

Two moan 

PM me rife 10 Throe mwa 

Broker Ion rate 9% Smooth 

Fed. fates 8 Ouejea .......... 

Fed. funds » mttn«niaa. .. - Two yea 


Treasury Bills and Bonds 

7.13 Three year 

7.60 Four yew- 

7.75 Fbenar 

7 SO Sene year 

7.86 10-rar 

BIO 30-year 


121 

8.28 

8-32 

8.47 

.8.51 

BJ8 


FtaaUurt. 

Pots 

am 

Anstenbn 


DroralgM 

On 

Booth 

Two 

Bcnths 

Tliee 

MontK 

Sir 

UORfE 

7.90-800 

7,95-810 

7.958.10 

805820 

8.3W.40 

10-10% 

7®7.1l 

9M% 

86-9 

&4BA1D 

wa 

*» 

815-8.25 


W 

U%-10% 

: &A 

UJH-10% 

m 

lOi-lOi 


LONDON MONEY RATES 


McrtunkWfar 15 

Interbank BM 13% 

Starling CDs. - 

Local Authorta Qsps. ... 14% 

Local Authority Bonds .. — 

Discount Mkt Oqs. 15 

Company Deposit* - 

Finance House Deposits - 

Treasury Bllls(8tro) — 

Bank Bills (Boy) - 
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The facts about discount futures 


Lind- WaJ dock has just made it easier for futures traders in the U.K. 
and on the Continent to take advantage of the commission savings 
and service chat have made us the world's largest futures discount firm, 
with over 13,000 customers. We've opened an office in London, which 
includes a hilly staffed lb ding Centre with direct telephone lines to 
U.S. futures markets. Consider the facts. We think you'll agree that 
if you're trading futures, you should be trading with Liod-Waldock. 

Savings bets 

■50-70% commission savings over full -price firms 

■ £22 or $36 per round turn, even if you trade only one contract ata time 

Service bets 

• 24-hour coil-free service for order placement and quotes 

• Currency conversion at highly competitive institutional rates 

• Immediate order execution and cormnnatian -often while you're on 
the telephone 

• Access to world futures markets: U-S.| Europe, Far East, Australia 

■ Daily market commentary and trading advisory telephone "ho tline " 

• Full range of trading support materia] s - charts, books, newsletters, etc 
■Call-free telephone lines (o our London office 

■ Accurate daily and monthly account statements mailed directly from 
London. Daily statements also available via FAX. 

Security facts 

•25 years experience 

• S235 million in customer deposits 

• Clearing member all major U.S. Tbracriraowbradniroualraora 
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Some business travellers 

will change neither hotel nor newspaper. That’s 
why they are particularly happy to And compli- 
mentary copies of the Financial Times at the Hotel 
Burdigala in Bordeaux 
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No FT? 

No problem in Japan. 

Keeping up with the news when you travel to the Far East 
used to be something of a challenge. The world seldom stands 
still. These days, in feet, just a few hours can be enough to change 
history for ever. 

Happily for FT readers, staying in touch is now no longer a 
problem in Japan. 

Because we now publish in Japan six days a week — 
transmitted overnight by satellite direct from London, and printed 
locally for foe start of foe working day. Ask for your copy at foe 
hotel or on foe news stands, in Tbkyo or in other major Japanese 
cities. 

If you’re a resident, we’ll hand-deliver foe FT to your office 
in central Tbkyo, first thing every day. 

call Tokyo (03) 295 1234 now 

/* » *****» » »*«« *9 »»»*»««*** 
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EUROPE’S SUSINESS NEWSPAPER 
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9% 


Wb •% AMF d fa 
34% 2D% APraod SO 
M% 6% ARE* 2 
9b 3% AniRtt s SO 
Mb i% asg sq 
19% lb ASB pi Si] 
4b 2 ASMp 
72% 61} AmSkr 1.U 
47 38b AT8T 102 

Ub 15% AmWto JO 
M% 4% AraHofl 
52% 38%ABMraa1SB 
30 1b HAauaD 0} 
19% 11% Amatefc .64 
11 8% Amfe 1S3 

53% 45% Amoco 104 
55% 40 AMP tS8 


TO. TO 228 23b 23% 23%+ % 
4S M 2595 51% 5Q% 81 + b 
94 12 1243 mb 57% 88% - b 
0113603 76% 73% 74 -1% 
11. 122 8 b 9% 9b 

IS 80 21b 20b 21b+ b 


18 80 21b 20% 

20. 8 103 10b 9% 

21. 7 94 3% 3% 

111 2% 2% 
65 3b 3 

1 2b 2% 

t7 U 292 86% 84% 
IS IS 9816 37% 38% 
50 10 37 M% 16% 
28 6% 0% 
2STO7 133 46% 44% 
861 1b 1% 

64 M 66 K% 11% 
11 28 9b 9 

37 18 6075 53b 83% 
10 17 2339 47% 46 


n% 2ib+ b 
9b 10 + % 
»% 3}+? 

2b 2%— % 

3 3 

2 % 2 % 

14% 84%— 1 


Bb Ampco SO 14 9 30 8% 
3% AfllM .12 IS 602 8% 


— as 9 12 21 % 21 % 21 % - 

2% Anaemp 9 219 2% 2% 2% 

90% Aoadrfc SO S 42 564 33% 32% 33%+% 
6% Analog 24 178 6% 9% 8% 

24% AngaBc SO 2S 15 TOO 32% 32% 32% 

34 Anhana S3 11 13 3830 43% 42% 42%- % 

10% Annum 13 4m 31 29% »%-1% 

10% AKOmy a44b 4.0 7 2 TOb 10% ss%+ b 
33b Aon qp 1S2 4S10 254 39% 3S% 35% - b 

TObApadw SB IS 23 2478 17 W 17 +1% 

10% Apm SI 8S 3 225 11% 11% 11%+% 

30% Appffic ISBa 18 9 267 40b 40% 40%+ b 
7% Apt**B IV 11% 11% 1l%+ % 

IB AKBDB.10 .4159113 S3% 24% 25%+ % 

84 ArooCh 190 1111 8TO 41b 41 41% 

8% AKAHK M 2M 0% 9% 9 + % 

U Arid 1009 S 69 35 Mb 16% 18% 

21 Adda UB 43 TOTS 23% 22% 23%+ % 


1% 1b+ % 
11% 11b- % 
9 9 

53% 58%+1% 
46 46 -2 

9% B% 

9% B%+ % 

*£ 11 
"a 


19 7% AppWB 

27% 18 AKBDa.W 
44% 84 ArooChUO 
13b SbAKAWl 
23% » AridnSBa 
27% 21 Adda UB 
61 49 Artdapl 3 

13% 7 Armco AO 
34% 19% Anne pQ.10 
47% mbAimc pMSO 
49% 31% AraWI 1.W 


91-1 Ilf 1 1-1 T am 

40% 40 V 40%+ % 
11% 11% 11%+ % 


4.8 16M 23% 22% 23%+ % 

18 31 46% 45% 46%- % 
53 63902 7% 1 7%- b 


ttbArnicpMIO TO. 3 30% 20% 20%+ % 
10% Anne pHLSO 11. 0 39% (09% 39% 

n% AraWI 1.M 14 8 605 84% 34% 34% - % 

3% ArowE 720 6% 6% 0%+ % 

8% AnE pfUM A 78 16b M% Ub+ % 

• Adm « Bb 9% 9%— % 

18% Ante SB 8826 6M 18% 18% 1B%- b 
IBb Ante PA7B 13 9 45 45 45 + % 

E3% Aaraco ISO 6S 9 509 27% 27 37b- b 

BbAaCoal S2 ISM 44 23% 23% 23%-% 

tab AahOfl 1 19 73 1463 38 33% 35% - % 

10% AaWb S4a 57 342 Mb 14% 14%+ % 

8% AaoOnv 1 J9a 23. 4 118 7% 7%_ 7%- % 
14 AadNG .12 .8 300 19 Mb M 

3% AMMO* SO* 10 8 6 8b 3% 3% 

11% AMIN 1 72 I 8 13b 13b TOb- % 

S%A90a* ISO 1511 m 30 ab 30 

Mb ABEnro 2SB 16 9 160 84% 34% 34%+% 


49% 81% AimWI 1.M 
7 3% ArowE 

M% 8% AmE|d1S4 
Mb 9 Adm 
22% 18% Ante SB 
40% mbAndnpBJB 
mb HbAaraco ISO 
24% U% AaCnal S2 
42 33b ABMM 1 


21% M AadNG .12 
7% 3b AMBoa SQ« 
Ub libAWiw 1 
32b 25b ABGaa 1S8 
39% 34b ABEnro 198 
125% 05% AORWl 8 
18% 10% ABaa 
13% 15% ATMOS 1.M 
4% 2% AudVd 

15% 11 Aogal A0 
24% 10% AuaB n S7o 
mb 39% AoMM JO 


M 

8% 

Mb- % 
30 


30% 20% AVMCO AO IS 20 1 37b 37b 27b 

33% 22% Avnry S4 17 TO 12m 24% 24 24 

38% 23% AwM SO 33 M 017 2B% 25% 35%- % 

39 25% Amo 1 15 U 1748 36% 36 38% 

30 23% Awn pi 2 73 82 35% 28% »%+ % 

21% UbAydM la 72 I 11 13b TO% nb- % 

- 8-B-B - 

40 32% BCE 0 2H UB 33 32% 32%- % 

aft 13% BET 1.16a 11 11 6 19 19 TO 

20% TObUSSvn 2248 20% 19% 30 + % 

11% 8% BUG 10 TOO TOb 9% 10 - % 

30b 25% BP Pm 120a TO. 238 27% Z7% 27%+% 
31% 20 BHE 140 19 7 8 27 26% 27 

Mb 8% BRT ISO* 21 4 93 0% 6% 6% 

22b 9b Balmco SO 13 64 7% 7 7%+ % 


IS 9 160 84b 34% 34%+ % 
4S U220B USb m% U5 + % 
TO 6 12% U% 12% 

7SM 2 18% 18% M%+ % 

TO 4 4 4 

17 16 107 16 M% 14% — % 
S 88 14% 14% Hb+ % 
ISM 15m 53% 53% 53% — % 

MB 1 27b 27% 27% 


» a±* 


40 82% BCE 9 252 

20% 13% BET 1.13a 
20% 19%BJ8 8vn 
11% 8% BUG 


Mb 6b 
Mb 19^ 


BRT ISO* 
Balmco SO 
BokTF 8844a 


16% BakfHn AO IS 36 14540 U 
48b BkrH peso 58 20 6 

M Bald* a A0 19 M M 1 

27% Ball 1.12 14 21 200 3 

7% BaltyM SO 86M2B92 

9% BaM&cp S6 4S TO 23 1 

27% BaBQE 110 7 J 10 022 S 

25% BncOn* 1S« 3S 11 132930 
25% BcSDV UBa 17 m 35 


36% 25% BcSDV 1S3a 
25% MbBnomsOa 


cal 1S4 11. 

ipg rom t «. 


65 26% BkNY 112 

36% 23% BnkAai 1 
38b S4b8kApOS4a 
65b 69% BhA pi 6o 
B% 4 BhA 91 221 
6Bb 3S% BtefcTT 133 
17% 10% Bam* ■ 
30b 20% Brady a 
26% 23 Bad p»2.78 
26% 23 BarBpOSI 


25b 25 B»Q S4C.40* 2S 
23% Ub Bard A4 ZB 

38% 25b BamOp ISO 11 

40 2B% BamaB 1S2 <1 

18% 7b Barotd SO 1J 
20% Mb Baa* n 118a 11. 

u tob B*an .u s 

73 82b Braraeh 1S2 IS 

37b 20% BOM* JB* 16 


11 39 19b U% 19% + % 

IS 36 14649*00% 29% 30 +1 
58 20 60% BDb 90% + lb 

2SM M 19% 19% 19b- b 

38 21 200 33b 32% 33b 
88M2B9Z 3 d 7b 7b 

4S TO 23 TO 11% 12 + % 

7J TO 922 28 d27% 27%- % 
33 II 132930 23% fflb- % 

17 m 35% 38% 36% - b 
82 TO 30 26% 34% 2fi\+ V 
89 1M4 1564 1554+1-84 

I. 117 im m 67% 87% 

II. 80 4025 11% 11 11%-% 

11. 1 2Bb 29% 29% - b 
TO. ® 27% 83% 27%+ % 

3562 2% 2% 2b + % 

78 1039 SB 27% 26 + % 

10 97224 26% 25% 25%+ b 

14 1 39% 36% 36% 

9S 13 60% 60% mb+ % 

TO 4b 4% 4% + b 

15 M39 39% 36% 39b - b 

IM 12% Bb 12b+ % 

6 11 28b 39% 26%- Jb 

TO. *45 24% 24 34 - % 

98 *57 ,3ft 25% 23% * % 


28 *55 24% <&«% 

2S 20 3029 15% 15 


23% 23% + .% 


34%+ b 
15%- % 


5111 1 27% 27% 27%- b 

11 TO 027 32% 31% 32%+ % 
1J39 719 12% U 12 - b 


20%Baanr 34 10 

mb Bax pttlfia 12 

82b Bax p«iao 48 

Mb BaySGa 125 IS 

TObBaartt S6b 44 

20% Boaroo .64 19 


Baazar 81a Ul 6 804 
Bddna 29a 1.7 TO MS 


UbBamnd 40 


92b BatoAH 44 
27 Banda J2 
44% 8*dCp 246 
34% Banal pTOSO 


11. 12 122 20 20 20 + b 

S 391209 11% II 11b 
IS 17 1713 71 68 65% -2% 

23 175030 38 25% 25%- % 

02 52 37% 37% 37b- b 

<3 208 77% 78% 78% - % 

03 8 27 19% Ub U% — b 

44 8 556 13b Ub 12% - % 

19 TO U 22b 22% 22%+ b 

10 6 304 12% TO 12b- b 

1.7 TO M8 16% 16% Mb + % 

13 U OB? 70b 70 70b- b 

12 T7 2S09 46% 40b 48% - % 

13 16 63 17% 17b 17% 

92 14 8844 91% 60% 61%+ % 
12 29 13 34% 33% 33% - % 

1020 127 35% 35% 30%+ % 
48 10 998 mb 92% 02% - b 
17 Z200 25% 25% 25% + % 

13 2m <b 1% lb 


Mb ilbBadaun S7a 54 78 17% 17% 17% 

8900 6975 BartHa 17 2400 7000 6B75 0875 

2Sb MbBadltt n SO 15 32 120 20% Ub U5 

Mb TObBwyPaSSa 89 21 3 Mb 14 14l 

Sb 6b BSer W 2M 13b Ub TO 


29 b BUM idBISO 
3% B nrtr 
U%BMC6 .10* 
15 BMH 30 
12% BlackD .40 
35%BlkHCp 1S4 
9% BBiAfl* aS6 
7b Mam 1« 


17 2400 7000 6B75 8875 -125 
15 32 1» 20% Ub U% — % 

8921 3 Mb 14 Mb + b 

17 2M 12b 11% TO + % 

18 7 375 15% 15% 15%- b 

11. 1 47% 47% 47% - b 

ML 6 23% 23% 23%+ b 
2074 8% 8% n%+ b 

J 69 187 14, Ub 13b- % 
IS N 280 Ub 1B% U% 

23 1027 15% 15b 15b + b 

17 12 « 29b Ml 28% — b 

11 144 9% 9% Bb - b 

to. atr |% 6b 9% + % 

17 1315 9% g% Bb 

17 U 9m 41b 41% 41b + b 
56 2941- Mb 29% 23% - % 


SO* TO. »4 6b 6% 6% + If 

I 1 13 24 10354 56% 9fi\ 66%- b 

132 4S 8 380 mb 31% 82. - b 


77 4b 4% 4% 

11 4% Bond 341 7b 6% 5% - b 

via Bond Wt 80 1602 1832 1632+832 

aVaSSc prism ml swisiob iob «b+ b 

2u BndCh ISBa M. 9 297 10% » 10b + % 

25 aallESSitiM u 1708 30% 35% 35%+ 4 

S3 uSSSra 5 38 16b W% «b + b 


31 % 22%Bowair 120 
M% 8% Bnsdl 8.19a 


12 178 IBb 10 

as *7M 89% 80 

SS 8 394 M% H' 

27. 665 11% 11' 


ffltfl Low BHCfe Btr. YM.E TOOatM Is* < 3 « 4 * CT ra* 
84 24 b fldgB 1.60 11175 im 31% 31 31% +% 

05% 40% *■« 54 ar 7262 62% 61% B1b-% 

mb mb BHU* 211a 17 8ZM3 37% 37b 37% 

41% »%Bi««alS3a 87 12 00 40% 40% 40%+ b 

72b 54% BfflPI 840* 43 12 2301074% 78b 74b + 1% 

8% 3% artIP •« 2177 8% 8 8%+ % 

26% M%Bd« 1.76* 63 B B57 23% 25% 29b - b 

88 36b BrtfTal 2SW 43 13 723 54b 04b 5*b+ b 


Mb 6% Brnadln 
Mb aft BMP 1 


BrOT*J 2SU 43 13 723 54b 
Bmadln SO 10 11 500 10 
BHP 1.13a 34 13 18 32% 


Mb 35% BMP 1.13a 34 13 ID 32<a 32* 

32b 28 BkMJG 134 73 10 59 25% 20% 20% 

2flb »% BklM pU47 16 1 27% 27% 27%+ b 

17% 11b BwnSh 32 11 14 m 16b 16 U -% 

35% a% BramGp LOT 8J M 300 mb 27% Hb 
40% 52b BrwnFr 34 13 214143 41% 41% 41%+ % 

17b 12 Brmrik 44 87 7H Mb dll % 12 - b 

27 MbBraMM 22 3325 JOT 21% 21% 21% 


28b 23% BucLaya ISO 1110 . 

17% 14% BunfcrH 1.M IL 17 Mb M% 14% 

15% TO BKInv 1.72 b 11 12 40 13% Ub 13%+ % 

Mb 12 Bund* 9 1U 12% 12% U% 

39b 29% BwMOl ISO 34 U 1404 35b 35% 35b+% 

93% 35% BrtRac JO 13 38 990 44 43 44 +1 

21 Ub BumPP 138 15 IS 25 10 15% I5%- b 

TO% 0% BuaMd a 107 7% 7 7 - % 

— c_c_c — 

44% 27b C8I to SO 14HTS84 42% 42 42%+% 

391170 CBS 440 24 M 939 TOO 162% M4% -4% 

8% SbCCX 44 2% 2% 2%-% 

18% UbCDIS 10 184 10% 10% M%- % 

7 % 4% CP toco 1 2L 1OT 5 4% 4b- % 

nb 45b CXMA 3JJ4 18 7 739 47% 45% 48% - % 
8% 6% CKM LOT A 87 7% 7% 7b+ % 

25% 16 CUL 11 20% 20% 2D%- % 


8 52 20% 25% 26b + % 

17 Mb M% 14% 

<2 40 13% Ub 13%+ % 

9 113 12% 12% U% 


M 339 TOT 182b M4b -4% 

44 2% 2% 2%— b 

10 184 10% 10b Mb- b 

IE® 5 4% *4- b 

T 733 47% 45% 48% - % 


25% IS CUL _ _ _ 

39% 27b CU8 Eno30a t-0 8 33881b 31 S1b+ b 
17 4% CMS Enh 6 W 4% 4% 4% - b 

TOOb OTbCNAPc 6 444 77% 75b T7b+ b 

12% 9b CNAJ LIB 11 a 41 TO 9b 9b 

04% BB CPC 2 15 M 625 60% 78% 80 — b 

34% a%CP1 .48 IS 17 114 32% 32% 32%- % 

0% 7% cm Ultisa V. 326 7% 7b 7% 

12b Mb CRI UqllSa 11 129 12b 11% 11% 

21% 14%CRS6 6 .12 S 11 10 16% 15% Ub+ % 

m% si csx 140 4.1 a am Mb 94% Mb- % 

25% U%CTB .75 33 TO 13 21% 21% 21% - % 

22% 11 CUC M 54 453 19% 19% «%- % 


11 20% 20% 20% — % 
3831% 31 31%+ % 

18 4% 4% 4% — % 
44 77% 75b T7%+ % 


72% 9b CNAJ LIB 11 a 41 TO 9% 9b 

84% BB CPC 2 15 M 625 80% 78% 80 

34% 29% CPI .48 IS 17 114 "" 


14% 29% CPI .48 IS 17 114 32% 32% 
0% 7% era nitiso A 326 7% 7% 


fib CV PD IS* A 
21b CbIWr nSBa 24 


30% 21b CbIWr nsec 24 
20% 8% CaUfan 18 

41% 30b Cab* 1.M 3S110 

T7% 14 CtxOO n ,M L0 

43b 77 Coaear 10 


s-va, 2%'A 

8 448 17% 18% Mb- % 

10 38 32 31% 31% — % 


77% 14 CISOG n.M L0 4 16% Mb M% 

43b 77 Cnassr TO 428 18b 17% 17% - % 

2B% 13% CaJFBd 146 TO 29 706 15% 13% «%- b 

4b 2% CaJRE 40a 14. 12% 2% 2% 

18% 11% Caltfn 105 11% 11% 11% - % 


iCahnat S4 IS TO 59 34% M 


2b *16 Calton 402 b % %-l*16 

1% % Cmpfl g OT 17-16 % %-VIO 

62 42% CampSp 1 1SM4 1620 mb 91% m + % 

24% 17 CdnPc pSH 5375 17% 17% 17% 

5% 1% CantCa 17 1% 1% 1% 


6% 2% CnfCa pHSO 51 


633 494 CapCtta SO 


TO 2% 2% 2% + 


S 151479 502 625 590 -I 


54% 36% CapHH ISO 13 8 3S0 47% 46% 47 - % 

20b 13% Capatd 128 A 9 14 14% 14% 14%+ % 

14% 11%Cap4l pHSO TO TO Ub U Ub- b 

tab 2 Cara* 40 2% 2% 2%+ % 

44% Z7% CarMa L20 34 M 351 35% 54% 38%+ % 

13% 6% Carole P 20 166 11% Ilb 11%+ % 

4b 2 Carle wl 632 2% 2% 2%- % 

23% 16%CaroR SO 38 M8 18% 16% Mb- % 

49 40b CrnPw 2 B2 68 TO M9 «b 42% <2b + % 

67 46% CwTac 240 48 TO 31 SOb 59b B3b 

5% 3% CorpM.IO 12 TO 6 4% 4% 4%+% 

M% 4% CartHw 291 6b 6 6 

00% 47%CanWI S2 1 J 17 26 Bb 85 85 

13% CaacNQ 182 84 9 29 I5b 16% 1Gb + b 

45b 28%CaeflCh 20 1811 8S% Kb 38%+ % 

88% 61%Catarp ISO 14 M 2817 52 090% 51 - % 

n% llbCadrfVISS A 8 31 12% 12% 12%+ % 

45 23% Cam* * SO 2SWe 335 33% 32b 33 - % 

21% T7bCaniEn ISO 10 M 300 « 17% 17% 

44% 29% Cwnax 40 IS 8 225 39% 39% 39% 

40% 33 CanSdW 176 7S 16 GOT 30% 90% 39% 

M% 20%C**tedIS4 12 10 BO 22% 22% 22% 

52 48% Cnll pMSO 10 220 OTb SOb 30% 

24% 20%CnBPS 1S4 1711 273 21% 21b 21b- % 

36 32 CnLaB 196 7S TO 01 33% 33% 33% 

20% 17 CaMPw ISO 14 0 42 16% 16% U% 

2B% 25% CVVS 106 7Sn 611 28% 27% 27% - % 
»% a Cnvn 42 14 38 2T7 30% 29% 30 

37% 28b Ctewln 1.10 38 0 HOT 26% ZBb 28% 

M% 7% ChpSd SO 11 13 3 8% 9% 9%+ b 

15% 9% CMHe n U 82 12% 12% 12% - % 

6% 3b ChadC SBa 18 S 4% 4 4 - % 

44% ifl^Chaaa 148 TO 6577 20 tfM% 19% - % 
53% 45 ChaapDSSS 11. 5 46% 46% 46%+ % 

26% 21% Chaa |dG2S2 TO m 22b 22% 22% 

28% 20 Chaa p«<244 TO 142 20% 20% Z»% - b 

9% 2% Cim 42 U 3% 3% 3% 

mb 27 Ctwraed 186 7S 12 90 27% 27% 27%-% 
41% 22% ChraBnk 172 11. 1682 Mb 25% 23% 


! ChBk B .76 29. 132 
CM plCS7a TO 173 


“aV aJ 2%+ % 

7b 7_% 7%+ % 


23% 17%Chapk 72 3J 10 33 19% 19% »% 

76 39b Chavrn 280 3868 6064076% 77% 77%+ % 

199% 121% OilMlw * UJl II 124% 122% 122%-1% 
08% 54 CMMI pi 3 78 47n68% 67 68%+2 

22% 13 ChiJan Mm 20 OT 17% M% 18%- % 

30% 27%CMIaa a 476 37% 90% 36% — 1 

29% 18 OdQolB 40. IS ID 472 26% 2B 26% - % 


_ , . . ID 472 26% 28 26%-% 

6% 4% ChkFoB 241 11 12 118 7% 7% 7% 

42% 29%ChrM> 1S1I 38 20 M 20b <£»% 26%- % 
18% 0% ChrMn 29 H 14% 14% M%+ % 

27% M% Chryalr ISO 78433156 16 16% 16% 

51% M% Chubb 5122 10101621 46% 49% 44% - % 

4% 1% Cbjron 28 1% 1% 1%+ % 

39% 31%Cnc*p240 7S11 45 33% 32% 33%+% 

33% 22 OniiBal .76 34 10 W9 22% 22% 22%- % 

32% 28 OaOE 240 11 7TOM 29% 29% 2B%~ % 

98 91% ChiG pIlSB 15 zHW 83 99 95 + % 

21% 15 CMU 22 4257 372 17% 16% 17% 

13% 4% OnaOd 130 5 4% 4% 

12% 1 vJCbcK 567 1% 1 1%+ % 

26 18% OfCI» .10 <4151040 23% M% 2S%- % 

70% 42% dmis 23 W 86% 66% 68%- % 

35% 2D Ctdoap 1.78 17 7293 »% 20% 20% - % 

70 U Clttp pi 6* 11 2 39 80 SB - % 


12% 1 faJCIreK 567 1% 1 1%+ % 

20 W% dray .10 A 131046 23% M% 25% - % 
70% 42% ClmM 29 Wl R) 60% 08%- % 

35% 2D Ctdoap 1.78 17 7293 »% 20% 20% - % 

70 BB Clttp pi 6* 11 2 90 80 SO -.% 

25% 22% dtep ptU28 TO. M 22% 22% 22%- % 
m 21% CtzSCp ISO 14 71744 M% 23% Mb +1 

20 17 ClyNC 5 24 3411 56 10% A% H%+ % 

30% 3% CKyBcp 47 4% 4% 4% 

23% 0% OalrSc .10 S20 880 20% 20% 20%-% 

47 33% OartE 10 254 36 38% 39 + b 

11% 7% CJaytH S 401 10% 10% »%- % 

11% 7%OaoiG».M6 IS 122 II 10% 11 

35 27% CNO SO 17 7 6 30% 30 30% 

45% mbdorox 1.44 3418 064 43% 41% 42%- % 

35% 17% ChdiMd SO 12K 1H M% M% M%- % 

9% 0% Coocbra 40 12 3 0% 0% 6% 

20% 4% CoedSv 40 14 490 4% 6 4% 4%+ % 

30% 89% CoauaJ a40 1219 OK Mb M 34%- % 

40% 30% Cocad ■ SO IS 17 6170 46% 45% 45%- % 

15% MbCocaCE S5 SOT 800 10% 16% 16 

H% M%Coeur ,15a SOT 104 38% OTb OT%— % 

Sb W% CaMly 1.05a 13 1 19% 10% 10%+ b 

74 m%c*gP iso 10 io mm 70 b m% 70 + % 

66% m OdgPpHSS 72 z9OT M% ffl «%+ % 

22b 16% C* Pda 20 IS 15 34 20% 20b »% 

9% 8% CoOfln S3 15 3» 9% 0% 0% 

12 9% CdOn n126 TO 8 300 9% Bb 9b - % 

9% SbCollHI 1.06 11 104 8b 6% 6%- b 

12b TObCaOiw n S3 as OT 11% 11% 11% + % 

10% 7% CoUlu J2 13 11 441 8% 8% 8% + % 

62b 41% CoJOax 120 11 17 205 43% 43% 43%- b 

34 17b ComHa 25 IS 820a U% 17% 17%+ % 

ab to craom m 17 8 ie is% »% «%- % 

11% Ob Corackw 455 7b 7 7 - % 

40% 29% CmwE 3 10267 3441 29% d»b 29% - % 


40% 3Qb CWE *142 43 I 28 

21% 19% OoE * ISO 18 M 18' 

32% SObCwEpr 2 16 21 21 

Hb M%CwEprl37 92 1 » 

25% 25% CwE fA 287 11. 3 Vt 

30 31 OmnES 193 93 0 84 SI' 

39% 29% Comm 132 4.1 6 JM 32 

34 U% CPBye SSb 13 IB 1120 28 


21 m 20% 20% 

1 25% a% 23% — b 

3 XT a% 26% - % 

64 51% 31% 31b- b 

US 32% 32 32%- % 


20b Comaal 132 4.1 IM 32% 32 32b- % 

Ub CPSyc SSb IS 10 11OT ab ab ab- b 

16% 16%CQTChln 2621 Mb 15% M%+ % 

67% 36%C0fltpQ 6 M 8416 Hb 55 86%-1% 

11% 1% CrapCra a 2% 1% 2 + % 

»b 6% CmpAac .05a S 116*27 8 Bb 9 + % 
10% 2% CrapFcl m 3b 3b 3%+ % 


a 2% 1% 2 


10% 2% CrapFct 

68% 40 CcrapSc 
13% 0% OrnpTak SB 


11 302 43% 43 43% 

S H U% 10% 10% 


M% 9 Coma* 143a A 1932 B d 6% 8%- % 

S 21% ConAg a SO IS W 686 34 33% 34 

M%Conn£ 8133 64 U 87 14% 14% 14%-% 

re «b CoobNG ua n io u ie% w% «%+ % 
29% 12% Conaaco 30 2 4 109 Mb 26% 28% + % 

29% a%conEd 1S2 io osaai a «cz% a%- % 

a 63b Cone pi 6 93 3 64% 34% 34% 

34% 12% CnaFn SB 2533 19b M% M%- % 

51% 41 CooaNG IS4 42 21 HOT 43% 43% 43% - % 

51% 36% Conrat 1.60 0J 23 822 48% 48% 48% 

7% 1% CnSmr 470 5 4% 4% 

34 21% Conafa JB* 23 8 340 22%d21 ab +1 
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38% 23% Conuri al.U 14 19 3393 33 K% 32% - % 
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38 21% Cyprua SO 14 6 264 23% 23% H%- % 

Mb 0% DCNT M I as a Ub tob «% 
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7% 2% DnDap 10 2% 

Ub 9% DBvWtr SO 14 3» 9 12% 


10 2% 2% 2% 
DtvWlr SO 14 a 9 12% 12b «b+ b 
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4i% a 1 
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41b 3ib 
75V S5V 
42% 71% 
24 M 
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11% Ob 
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LOW 308 OTb 38V 
A a W 12 % «b 
» 4 % 4% 
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•a 
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7b 1 
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OTb W% 
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27b W% 
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26 20} Enaich SO 

28% 18 % Enrargy 1 
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9b 5% Eqtf9 1S6 
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9} EaMna 

33 a} EUyl SOb 
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31% 43% Exxon 140 

12 % abPAMn sw 
40 31% FWC 

Mb 9% me GdSSa 
36% 29b FPL Gp 136 
OTb Ub FteCtr 
40% OT% Pairo pBSO 
7b 1% Fahtd 
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12% 6% Fanafad SO 
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8% 2% Farad 
16 7% FaylnO SO 

17% 12 Fodan <46 
56 41b FadExp 
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27b 16% FOdUog X 
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32% 15} FNMwl a 
OT} 19%Fa*>B 1 
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26 19% FoOUy 1<« 
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TO} 0% FteorM S3) 
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9 6} FBoolF SO 
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29% WbFBrd a M 
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46% »%FaCliJc 2 
89 68 FCh pa 6a 

7D% 47b RCW pn.73 
38% Wb FCtyBo 1 J4 
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34 Wb FFS ISO 
26% 19% Fra pans 

11% 5b FFfaiFtf 32a 
M 18% RFnMp .Mb 
70% 31% Fima* 3 
2% 1 FfatstA 

mb 27b FUn pB 
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27b 18%FMFad 
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29% 32 RaotEn M 
36% 27% FVtenp I 
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40% 35% FlaPTB 164 
21b 16b Fhmor X 
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15% 13% RUB* ISO 
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51} 18% Faxhnj 
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36} Mb FrtfN * .40 
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38 80 FrplM pHS7 

»% 16% FMHP 173» 
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81% OTb Faqaa SO 
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nb 18b FUG* a 
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88% 27% GA7X iLW 
53b 44% GATO plA3S7 
4% 2b GEO 
6% 2% QHC fad 

ub UbGTEurn 
38 27% GTE a 
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»% 20 %G«na* SO 
14% 3% Gakx* 
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0} 2 
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15 11 76 81%d21% S1%- % 

32 24 3889 38 OT 38%- b 
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ua sm tab u n%- % 
17 71 203 26 M 24b -1 

14 TO TOO 43% 42% 42% - % 

47 ( IN I 6% 6 + % 

16 TO 506 OT M% 24%-% 
9S 30 20 U} 19} 

36 2% 2% 2% 

A 06 22V 22% 22% 

15 W 174 15b W 16b 

11 3 2% 2% 2% 

ISIS 66 TO 15b W}+ % 
38 MS 3% 3b 3%+ b 
14 U-WdlS-lB 13-16- LM 
202 W% Mb 10%+ b 
1216 2760 40% OT} 69%-1 
TO 208 8% 3% 2% 

7S TO 72 29% Mb 29%+ b 

16 2140 6% 5% 3% - % 

4S TO 1731 23% 23% 2ab 

11 17 16 17% 17% 17%- b 

12 169 21b 2t 2lb+ b 

13 14 22 21b 71% 21% — % 
4S13 807 53} 53% 53}+ b 

S 262 23% ab a% 

12 a 1121 24% Mb 24b+ % 
52 2033 19% Ub 19b + % 

X 4OT 17% wb 1Tb + b 
28 284 Ub TO Ub- b 
TO a 14} 14% 14} + b 
15 24 1IH5 10% U% TO}- % 
12 610 5% 5 S - % 

14. 11 W% TO TO - % 

17. TO M 6b 6% 6V 

as to as wb k} aov+ib 

10 26 10% 10 b Ub- % 
1016 2197 80% 29% 23% - % 

21 14 M M + % 
814 11% 11% 11%+ % 
9.1 OT 16% 15% 15%- % 

48 21 160OT 49% 48% 48% +2 
-F-P - 

7S 7 2 8% 6% «b 

8 2m 25% 33% 33% + % 

s is im ub w 10 - b 

asil 667 OTb OTb 2 flb- b 

11 128 20b «% 10% - } 


S2 

si SS+ % 


123 »b «% 191 
3 34% 34% 341 
78 2 1} 2 
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a% + h 

3S 11 1202 12% Ub u5+ % 
20 1038 44% 43% 43% — } 
11 11 3349 78 74% 75 -1% 

6.1 14 70 «% 17} 17}- % 

IS 10 10299 40 37} 38% -1% 

aen 25% a% 23}-i% 

4S 5 4*0 21 20% 20%+ b 

10 13 41% 41% 41% 

19 20 78 20% OTb 20%+ V 
1616 64 » 25% 28% - % 

1916864 26% 26} 28-% 
41 7 10 38} d»} 86}- b 
32 8 206 U n 13 - b 
14 14 3 *b 8% 8% 

66 7% 7% 7%- % 

A 214 22% 22 22 - % 

47 a 27 47, 46} 4»%- % 

AS 2m 14b M% 14% — b 

11. 22 34} 24% 24} 

11 98 7% 7% 7% 

A 99 8% 8% 6% 

136 27% 27% 27%+ % 

3 404 4% 4% 4%+ % 

7S 6 BOB 27 28% 26%- % 

11. 2 K 86 86 

7S 1 47% 47% 47% 

93 2 985 19%<nab 1B%- } 

TO 61 47 40% 46% — % 

7.1 379 17% W% 16}+ % 

IL 26 19% dW% 19%- % 

U 45 6b 6% 0% 

S TO 73 22b 22 22 -% 

8S 4BM 86% 33} 34%-1% 
121 1% 1% 1% 

M 28% OT OT - % 

23198 300 11} 11% 11} 

S 77 8} 6% 6}+ % 

SS 6 748 19 16% W% 

47 TOO 45 44% 45 + % 

19 ■ 82 1Gb Ub 18% 

BS 6 67 Mb 24% MV+ % 
41 TO 493 41% 40% 40% — } 

47 7X243 a Z7% 28 + % 

8 105 21% 21% 21%- b 

7.714 921 18% dW 18% - V 

34 ID 357 24% 24% 24%+ V 

19 13 2K 36% 84% K - b 

SOT 276 B2b 62b 62b- b 

m 2% 2% 2%- % 

JU 67 85b 65 G6b+ b 

74 TO 127 OT 35b 33} — % 

12 B M4 TO} 10% U% 

saznz 43% 44% 44%- % 

43 16 13 27% 27% >7% 

7.1 76931 43 41} 43% - % 
9.4 a Mb M% 14%+ % 
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IT M 33 0% M 

3S 11 1202 12% 72% 


12 K 144 U% 10% U% 

SOTZ7K 43% 44% 44%- % 

43 16 73 H % 27% 27% 

7.1 76931 43 41} 43% - % 

9.4 a Mb M% 14%+ % 
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148 61} 61% 
207 9} 9% 

90 6% 0% 


10 90 6% 8b 8% + % 

11 217 9 8} 9 + % 

IS M 79 32 3Tb 31% — % 

15. 223 7% 7% 7% 

21 3 138 4% 4% 4% 

IS 72 7% 7% 7% 

12 15 705016% 15% W%+ % 

48 17 37734} 34% 34%- V 
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2-0 35 1136 Mb 34 34%+% 

is 65 urn ab 21 } a 
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380 15% 15% 16%+ % 
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142 14% 14 14 - % 
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11. 522 12b 12 12 
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3 353 4% 4% 4% 
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18 962 6% 5% S%+ % 

34 14 1730 mV a 35%- % 
IS a 432 68% 55 88% - b 
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as sm zo% 20 a - % 
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347 AW } 18-16 


6% 3b 
16% } 
89% 30 
7S% G2V 
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SS 
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1W 1W 4% 4% «%+ b 

30 1* M 901 25% 22h 22b- V 


S6 4S 31 657 16% Mb 16% - % 
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391 6 6} 6 + % 

722 * } 2} 2}+ % 
LM IL 1707 2b 2 2b+ b 

1W 1TO 4% 4% 4%+ b 

30 1* M 901 25% 22} 23}- V 

WUT7 32% 29% 30% 

7 54 Ub 12} Ub+ b 
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ISO 3JJW U3 «} 00% 00% - b 

SO 1121 401 U 11% 11}+ % 

se* un a u% u% wb 

LW OS U 67 32% 31b 31}- b 

IN AUXU7 3% 8% 0%+ % 
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Travelling on Business in the Netherlands? 

Enjoy reading your complimentary copy of the Financial Times when 

you’re staying in 

Amsterdam 

at the Ascot Hotel, American Hotel, Amstel Hotel, Apollo Hotel, 
Barbizon Centre, Barbizon Palace, Doelen Crest Hotel, Grand Hotel 
. Krasoapolsky, Garden Hotel, Hilton Hotel, H otej^ th er e a ^Schi ph ol 

Hilton Hotel, Sonesta Hotel. Victoria Hotel [ F I N ANCIAl! TIMES 
rj i KH i O ven euByrt Buiiwtsi MtwiMpu 

at the Hotel Pierre 
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Free hand 
delivery 
service in 

TORINO 

(Centro 

If you work In this 
business centra of 
Torino, gain this 
edge over your 
competitors. 

Have your FT 
person nlly 
delivered to your 
of Goo at no extra 
charge. 

For full details, 
please contact 
INTERCOVnNENTAI. 
Sj-J„ MILANO 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 


Wednesday July 25 1990 


s*. *r 


AMERICA 


Higher crude prices help 
New York to stabilise 


Paris slides nervously into a dry summer 

The outlook for interest rates and company profits is not rosy, writes William Dawkins 


Wall Street 


A JUMP in on company shares 
as crude prices rose helped 
keep the Dow Jones Industrial 
Average steady early in the 
session yesterday. Then selling 
pressure re-emerged only to be 
followed by fresh buying, 
writes Janet Bush in New York. 

At 2 pm, the Dow was quoted 
only 8.66 lower at 2,896.04 on 
heavy volume of 114m shares. 
The Dow had closed 56.44 
lower on Monday at 2^04.70. 
After half an hour of morning 
trading, the Dow had made a 
small gain but then started 
sliding. At one stage in late 
morning, the index stood 
nearly 30 points lower but then 
started to recover. 

The broad market was also 
lower with the Standard & 
Poor's 500 index quoted 2.89 
down at midsession at 352.42 
and the Nasdaq Composite still 
under considerable pressure, 
falling 4.43 to 44021. 

Mr Newton fflnder, technical 
strategist at Shearson Lehman 
Hutton, said that he took little 
comfort from the fact that the 
Dow had rebounded from a 
loss of 107 points on Monday. 
He said that this rebound 
might give the market a little 
breathing space, but that sec- 
ondary indices remained a real 
problem. Their rebound from 
their Monday lows was mini- 
mal, so they were still In dan- 
ger of falling further, he said. 


Oil and oil service companies 
benefited from higher crude oil 
prices before this week’s Opec 
meeting and on the news that 
Iraq has been massing troops 
on the Kuwait border. 

Among oil issues, several of 
which received positive com- 
ments from Wall Street ana- 
lysts, Mobil added $1% to 
366%, Chevron gained 81% to 
878 and Exxon jumped 81% to 
849%. Among oil services com- 
panies, Schlumberger gained 
82 to 865% and Halliburton 
jumped 82% to $53%. 

Positive performances in the 
oil sector were balanced by 
heavy selling of companies 
reporting disappointing earn- 
ings. Dow Chemical, the sec- 
ond largest US chemicals con- 
cern, slumped 85% to $52% 
after reporting: a 50 per cent 
drop in earnings compared 
with a year ago. 

Morgan Stanley slumped 
86% to 856 after reporting a 
near halving of its net income 
in the second quarter com- 
pared with the same quarter a 
year ago. Ingersoll-Rand was 
another casualty of pom: earn- 
ings, dropping 84% to 853. 

There were, however, some 
positive earnings stories. 
Suave Shoe jumped 82% to 
813%, Borden Chemicals and 
Plastics rose 8% to 810% and 
Harsco gained 8% to 824. 

Student Loan Marketing 
Association (Sallie Mae) lost 
another 83% to 846%. Sallie 
Mae fell sharply on Monday; it 


is one of the largest creditors 
of Higher Education Assistance 
Foundation (HEAP), toe lead- 
ing US guarantor of student 
loans which is in severe finan- 
cial difficulty. Troubles at 
HEAF were cited as a reason 
for the plunge in the equity 
market on Monday. 

Milton Roy, a manufacturer 
of measuring equipment and 
systems, jumped $3% to $26% 
after Sundatrand, which 
already holds a 15 per cent 
stake in the company, submit- 
ted a 828-a-share takeover 
offer. 


Canada 


TORONTO stocks were fiat in 
listless trade, consolidating 
after Monday's sharp loss- The 
composite index shed 4.1 to 
3,544.1 on volume of 10.8m 
shares. Declines led advances 
by 202 to 176. 

Oil shares firmed as Iraq 
massed troops along its hoarder 
with Kuwait. Imperial Oil 
climbed C8% to G858%, Ranger 
Oil rose C$% to C$7% and Sas- 
katchewan Oil firmed C$% to 
CS13%. 

North ern Telecom lost C$l% 
to C331% after repacting sec- 
ond-quarter earnings of 87 
cents per share after 29 cents. 

Among active industrials. 
Bank of Nova Scotia rose C8% 
to C$14 y,, Laidlaw slipped C$% 
to C825%, Nova Carp firmed 
C8% to C$8 % and Canadian 
Pacific was flat at C$20 %. 


A WEAK and nervy Paris 
stock market has con- 
tinued its gentle slide 
into toe summer, with toe CAC 
40 index now standing at 
1,995£1, 4.4 per cent below its 
level at the beginning of June. 

ft has been a hard time for 
stockbrokers, who have had to 
share out meagre volumes of 
about FFA5bn (8459m) a day, 
concentrated on one or two 
leading shares. Accordingly, 
nobody was surprised when 
Tuffier et Assocfes, a leafing 
independent broker, threw in 
the towel and filed for bank- 
ruptcy, the first major collapse 
irfijiy deregulation. Pessimists 
fear that this may be only the 
first in a long overdue shake- 
out for the Paris broking fra- 
ternity. 

French stockbrokers place 
some of the blame for the mid- 
summer gloom on interest 
rates. Two cuts in base rates 
triggered an 11 per cent rise in 
the stock market in April, 
which some analysts now 
believe was a bit over-enthusi- 


astic. Since then, the franc has 
bumped along at toe bottom of 
the EMS, limiting the scope for 
further rate reductions. 

Mr Pierre Beregovoy, the 
Finance Minister, tried to 
inject a little cheer by announ- 
cing last week that he thought 
France was ready for another 
rate cut Since then, officials 
have stressed that this is a 
long-term idea and that the 
stock market should expect 
nothing in the immediate 
future. 

Paris is said to be particu- 
larly sensitive to interest rates 
because it has an unusually 
large base of institutional 
Investors who, at a moment’s 
notice, can switch large 
amounts of cash between equi- 
ties and bonds. They can 
hardly he blamed for choosing 
bonds today, currently yielding 
up to 10 per emit at the long 
end, as against 2£ per cent for 
equities. Even so, most brokers 
believe the gloom is only short 
term. “We think the equity 
market is well positioned, even 
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if it does look a little expensive 
compared to bonds.” says Mr 
Antoine Brunet, economic fore- 
caster for Credit Lyonnais. 

On top of the pressure from 
interest rates, toe outlook for 
corporate profits looks less 
than bright. Bacot A Wain, the 
brokers, is now looking for 
average earnings per share 
growth of about 6 per cent 


from France’s top quoted com- 
panies this year, as against the 
14 per cent it was forecasting 
last November. This leaves 
Paris on a p/e of 12 on current 
year's earnings, felling to just 
under 11 on 1991 forecast earn- 
ings - rather cheaper than 
West Germany, on a current 
p/e of 15.25. 

Other dampeners on enthusi- 
asm in the Paris stock market 
have been the exchange rate 
losses and damage to export 
o^titivenSrSused by the 
franc's strength against the 
yen and the dollar. The franc 
has risen by 20 per cent 
a gainst tha Japanese currency 
and 12 per cant against the dol- 
lar since the turn of the year, 
although Bacot All&tn expects 
the damage to be mainly con- 
fined to the first half. Groupe 
Rossignoi, the world's largest 
ski maker, is the latest casu- 
alty, with its forecast last week 
of larger-tban-expected losses 
because of the impact of the 
franc's strength on US and Jap- 
anese sales. 


Furthermore, there is a 
growing realisation among 
investors that some of the lead-. 
ers of France’s recent interna- 
tional takeover spree will Save 
to spend heavily to digest their 
acquisitions. M i chfilin , toe. tyre 
group, Rhdne-Poulenc, the 
chemicals producer, and Saint- 
Gobain in glass ana tubes are 
among toe companies thought : 
to he suffering earnings dilu- 
tion as a result of their interna- 
tional expansion. 

In nervous environment, 
the most sought-after compa- 
nies are likely to have rela- 
tively strong balance sheets 
and a predictable earning out- 
look - companies like Gener^ 
ale des Eanx, BSN and' -Gam-; 
pagnie Gdnerale d’EIectrieife 
-predicts Mr Joe Hall, Bacot 
Allain ’s head of securities. 

He adds: “We suspect , that 
the announcement of first-half 
results will be the buying 
opportunity for those compa- 
nies where the outlook for 1991 
is better than 1990, for example 
Rhdne-Poulenc and Pecbiney." 
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Oil shares rise as bourses show resilience 
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ASIA PACIFIC 


Late index-linked buying 
Nikkei cut losses 


helps 


Tokyo 


TOKYO MANAGED to keep its 
nerve in the face of Wall 
Street's sharp overnight fell, 
but high interest rates contin- 
ued to plague the market and 
share prices finished lower yes- 
terday for the third day run- 
ning in quiet trading, unites 
Michiyo Nakamoto in Tokyo. 

Shares opened weaker as the 
Nikkei fell more than 200 
points. Towards the dose, the 
index moved down to a low toe 
the day of 31,50130 but, just 
before trading ended, index- 
linked buying by a leading 
securities firm helped to 
reduce the session’s loss to 
192.33. The Nikkei finished at 
31,702.46, after hitting an intra- 
day high of 31,924.03- 

Declines led gains by 774 to 
205, while 144 issues were 
unchanged. Turnover 
remained low, at 350m shares, 
although higher than Monday's 
300m. The Topix index of all 
listed stocks weakened 25.33 to 
2 #Ml 59 but, in London trading, 
the ISE/Nlkkei 50 index edged 
Up 0.70 to 1,715.23. 

Caution was the watchword 
as interest rates remained high 
and overseas markets looked 
weak. “Investors had decided 
to call it a day at the very 
beginning” said Mr George 
Nimmo at SBCI Securities. 

While the yen has finned 
against the dollar, it has been 
weak against both sterling and 
the D-Mark. Another reason for 
wariness was a report in a 
leading newspaper that major 
hanks would raise their 
long-term prime lending rates 
from August L 

Bond prices remained rela- 
tively stable, prompting bar- 
gain hunting. But news in the 
afternoon that Iraq was 
assembling its military forces 
on the border with Kuwait 
gave further cause for concern 
and sparked off selling, which 


took the Nikkei to its fatraday 
low just before the dose. 

Selling continued to be par- 
ticularly concentrated in issues 
burdened by high interest 
rates. Tokyo Electric Power 
dropped below YlOOOto Y3£40. 
a loss of Y60, and Nomura 
Securities fell Y40 to Y2J1Q. 

The resource sector provided 
tile only bright spot yesterday, 
reflecting hopes that oil prices 
would rise after the Opec meet- 
ing due to start tomorrow. Nip- 
pon Oil rose Y40 to Y1.490 and 
was the third most actively, 
traded stock with n_gm shares. 

The strength of aSs spilled 
over to other resource issues. 
Mitsui Mining and Smelting 
topped the actives list with 
l&3m shares and put on Y30 to 
Y858. S umito mo Metal Mining 
rose Y30 to Yl£60. They were 
also supported by news of a 
strong gold rally in London 
and expectations of higher 
resource prices. 

Widespread selling of most 
stocks other than those in the 
resource sector in Osaka left 
the OSE average 497.64 down 
at 35,541.08. Turnover rose 
sUghtty to 28m shares. 


Roundup 


THE ONLY significant gain in 
the Asia Pacific region yester- 
day was in Taiwan, which 
made a technical bounce after 
its recent weakness. Other 
markets were lower, but only 
modestly so, after Wall Street’s 
sharp fen on Monday. 

TAIWAN rebounded by 5.6 
per cent, almost erasing Mon- 
day's losses, with famMwg and 
small-capital stocks leading the 
recovery. The weighted index, 
which fell 308.14 on Monday, 
rose 280.19 to 5.27L61 in turn- 
over of TSSSAtm, down from 
the previous day’s T890^bu. 

HONG KONG reacted to 
Wall Street's retreat with a 1.8 
per cent fall. The Hang Seng 
index, which has been rallying 


for several weeks, lost 6442 to 
3,495*7, but ended above the 
day’s low of 8,480. Turnover 
was HKS2.59blL 

AUSTRALIA weakened in 
thin trading, but dealers were 
encouraged by the market's 
perfo r mance after Wall Street's 
plunge. The All Ordinaries 
index lost 11.4 to 1,587.0 in 
turnover of 61m shares. The 
fa n bu llion price lifted golds. 

NEW ZEALAND also showed 
some resilience in toe feme of 
fails on Wall Street and in 
Tokyo, although share prices 
en ded lower in quiet trading 
The Barclays index dropped 
80.75 to 1,848.07. Investors 
stayed away before the Govern- 
ments Budget -announcement, 
which camp after the mariret 
had dosed. 

SEOUL slipped to another 
year’s low in thin turnover as 
investors remained cautious 
after the resignation of opposi- 
tion politicians on Monday. 
The composite index fell L71 to 
679.67 In trading worth 
Won70bn, up from Monday’s 
Won49-5bn. Buying by institu- 
tions, particularly the stock 
market stabilisation fond, was 
outweighed by selling by indi- 
vidual investors. 

SINGAPORE eased in light 
trading after the declines on 
WaflStreet and to Tokyo, with 
the Straits Times Industrial 
index off 1L32 at 1,554.06. Vol- 
ume remained low at S81l9m, 
against S$122m on Monday. 

BANGKOK rallied from a 
sharp early fell as bargain 
hunters trimmed the SET 
index’s loss from 19 points to 
2.68. The index closed, at 
1430-85 after active trading. 

BOMBAY was shut for a sec- 
ond day to enable brokers to 
complete business done in the 
last two weeks. The demand 
for a new wage deal by bro- 
kers’ staff which had caused 
the delay had now been settled, 
said e xch a n ge officials. Trad- 
ing was due to resume today. 


MOST bourses showed 
resilience yesterday to Wall 
Street's overnight drop, 
atthongh Milan fell more than 
most. Oil stocks were firm 
across the Continent on expec- 
tations of higher oil prices, 
writes Our Ma rkets Staff. 

FRANKFURT closed lower 
but weathered the feared storm 
after Wall Street's plunge on 

Monday better than many had 
expected. The drop in prices 
was across the board, which 
prompted some bargain-hunt- 
ing. Turnover rose to DM63bn 
from DM&Sbn. Tha FAZ index; 
calculated at midsession, 
slipped 6.7 to 81821 while the 
DAX fen 1628 or 02 per cent, 
to 1,921.16 after reaching 
1,986.45 to the first half hour. 

Wall Street apart, political 
uncertainty to East Germany, 
weak d om esti c bonds and fears 
that rising oil prices would 
push up West German inflation 
also weighed on the market. 

The banking sector, which is 
about to report first half 
results, led the market lower. 
Commerzbank, which is bold- 
ing its press conference today, 
fell DM850 to DM283J50, while 
Dresdner Bank, which reports 
its figures on July 30, dropped 
DM7.70 to DM453. Deutsche, 
which is not holding a press 
conference but will post its 
results to shareholders, fell 
DM850 to DMS1450. 

Mr Thomas Albrecht at UBS 
Phillips and Drew said that 
some slowing in second-quar- 
ter earnings could be expected 
after the first quarter when 
commission income was 
boosted by the buoyant equity 
market at the start at the year. 
Furthermore, investment in 
East Germany would lead to an 
increase to costs. 

Bayeri8che Vereinsbank 
bucked the trend, «d<wng DM2 
to DM441, on foreign buying. 
The stock has been to demand 
in recent weeks as London bro- 
kers have highlighted the 
bank's revaluation potential to 
view of its stakes to AlUanz 

and Munich Re. 

PARIS rose slightly on the 
first day of the new monthly 
account, after fluctuating 
gently to index-related trading 
after the previous day’s fal l , 


SOUTH AFRICA 


JOHANNESBURG'S gold 
shares rose again on the hack 
of the higher bullion price, but 
trading was quiet The JSE 
Gold Index gained 16 to 1,548 
and the overall index rose 18 
to 3404. Southvaal picked up 
R2 to R117.50. 
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The CAC 40 index, which 
dropped 2 per cent on Monday 
as Wall Street plummeted, 
dosed 547 up at 1,99541, after 
hitting a day's high of 2^00046 
and a low of L98183. Turnover 
was estimated at FFriftra to 
FFr2. 5bn, after Monday’s 
FFr2.9bn, amid continued 
unease about New York. 

Some shares, however, gave 
a more encouraging perfor- 
mance. Eurotunnel gained 
FFr2.40 to FFr53.40 to active 
trading of 986,000 shares; the 
stock has been rising gradually 
since the recent buy recom- 
mendation by SG Warburg. 

Oil stocks advanced on 
expectations of higher oil 
prices as Iraq moved troops to 
the Kuwait border and before 
this week's Opec meeting. Elf 
Aquitaine was up FFr12 at 
FFr708 with 177,500 shares 
traded, BP France rose FFr7 to 
FFr144, Esso France added 
FFr25 to FFr739, Total gained 
FFr6 to FFr707 and Total’s 
refining subsidiary, Raffinage, 
jumped FFr12 to FFr229. 

Salomon, the ski and golf 
equipment company, dropped 
FFr100 to FFr 1^520 to Lyon as 
staff went on strike. 


AMSTERDAM surprised par- 
ticipants with Its muted 
response to Wan Street’s felL 
They had been expecting the 
worst after stocks which are 
traded in the evening fell about 
1% per cent on Monday night. 
Many investors, looking for a 
home for their cash, placed 
limited orders for second-line 
quality stocks, which immedi- 
ately rebounded. 

In general, however, trading 
was thin as the market pre- 
pared for the first-half report- 
ing season, starting with Akzo 
on August 2. The CBS Ten- 
dency index closed 04 down at 
1204, above the low of 120.0. 

Among the multinationals. 
Royal Dutch and Akzo were 
steady at FI 147.60 and FI 116 
respectively. In the second-lin- 
ers, Elsevier firmed 40 cents to 
FI 93.60 while Buhrmann-Tet- 
terode added 20 cents to FI 75. 

MADRID recovered after the 
previous day’s losses, with the 
general index gaining L57 to 
30L55. Telefonica rose Pta21 to 
Pta964 with TBrn shares traded 
after its first-half results the 
previous day. Repsol gained 
Pt&75 to Pta2,775 on 287,354 
shares, to line with rises by 


other on stocks. 

MILAN fen sharply for the 
second day after Wall Street's 
w eakness and on continued jit- 
ters about Lombardfln, which 
is said to have to liquidate part 
of its portfolio to repay its 
hank creditors before the July 
accounts settlement deadline 
on July 3L The Comit index 
fell 10.13 or 1.4 per cent to 
72643 in modest turnover. 

Flat, which held an analysts* 
meeting, fell L144 to L8,75S and 
lost a further L35 after hours. 
OR, which said it was tempo- 
rarily withdrawing its capital 
increase proposal for publisher 
Mondadori, lost L125 to L4460. 

ZU RICH was imahle to shake 
off Monday's depression, and 
the Credit Suisse index tost 64 
or l per cent to 6624. 

Chemical stocks declined, 
with Sandna; registered shares 
SFr200 lower at SFrlO,850 and 
its bearers losing SFrlOO to 
SFrll t 250. Roche bearers 
dropped SFrlSO to SFr8,050. 
Union Bank bearers shed 
SFrl20 to SFr3,890 after the 
hank announced a fell in first- 
half p rofits cm Monday. 

STOCKHOLM fell after the 
previous day's plunge on Wall 


Street, but trading was fifin. 
The AKSrsvarlden General 
index lost 10.4 to 1,365.2 . in 
turnover of about SKrl88m. 

Ericsson free B shares fell 
SKrlB to SKrl.323, while Elec- 
trolux free Bs recovered, from 
early losses to end 
at SKr259. Volvo tree 
slipped SKr4 to SKr358. ; -s - 
OSLO ended lower although 
higher prices for North-Sea" . 
crude pushed up oil stocks. 
The all-share index dipped L93 
to 63949. Norsk Hydro, which 
publishes first-half results 
tomorrow, gained NKrl4 to 
NKr203 and Saga free, shares 
rose NKr4 to NKrl48- 
BRUSSELS closed mixed, as 
Wall Street’s fall dampened the 
mood of market players return; 
tog from the long weekend hol- 
iday. But Petrofina, the oil ' 
company, was strong; adding. . 
BFr250 to BFrt2£25. Wagona- 
Hts slumped BFrr,750 to 
BFrl0400 on reports of a . 
cease-fire to the battle for- con- : 
trol of the company. -- 
ISTANBUL readied Its tfafctf- 
consecutive high, fuelled by. 
good company news. -The 50- 
share market -index rose 169.42: 
to 4.729.42. 


* 




-SCSii* 


1 i 


.- i*. i 

■.r.Kfl 
r- ;■?* 

... '-->'6 
„vr r- 


sttifes * 


:wi 





i aJjJi /sy 

Saudi American Bank VX/ 


£Stt 




Ja . ■’* - • I 

■- :.7" i ■ 


FINANCIAL HIGHLIGHTS 


UNAUDITED AS OF JUNE 30, 1990 
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June 30 
1990 
SR *OGO 


June 30 
1989 
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Assets 

Cash and Due from Banks 
Loans and Advances (net) 
Other Assets 


13,511,740 
6,637,426 
7,887,0 10 


11,423,682 
6,170,278 
5,514,50 7 
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28/036,176 

23,108,467 

liabilities and Shareholders' Funds 
Customer Deposits 

Due to Banks and Other Liabilities 
Shareholders' Funds 

21/137/454 

4/715/429 

2,183,293 

18,320,191 

2 , 967,357 

1,820,919 


28,036/176 

23,108,467 

Contra Accounts 

25/2 67,268 

24,263,40# 

Statement of Earnings 

Operating Revenue 

Less: Operating Expenses 

470,484 

(182,820) 

420,879 

(179,990) 

Total Operating Income 

Transfer to Reserves 

287,664 

(34,124) 

240,889 

(54,025) 

Net Income for the six months ended 
June 30, 1990. 

253,540 

186,864 
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For further information, please contact 

Head office: The Corporate Secretary, Saudi American Bank, P.O. Bax 833, Riyadh 11421 
Kingdom of Saudi Arabia. Telephone (01 ) 477 4770. 

London branch: The Manager, Saudi American Bank. Nightingale House, 

65 Curzon Street, London W1 Y 7PE. UK. 

Istanbul branch: The Manager, Saudi American Bank, P.O. Box 49, Levant, 

Istanbul, Turkey. 

Geneva office: The Manager, Samba Finance S.A., 16 Rue delaPtlisserie 
1204 Geneva, Switzerland. 

New York Representative office: The Manager, Saudi American Bank, 

399 Park Avenue, New York, NY 10043, USA. 
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